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DIRECTOR’S PREFACE 


Tue tariff constitutes the most important expres- 
sion of the trade policy of the United States. It is 
for this reason that the Institute of Economics has 
selected it as the first subject of study in the field of 
international commercial policies. 

It is the intention of the Institute to present ulti- 
mately an analysis and constructive criticism of the 
American tariff system as a whole. There has been 
an abundance of abstract theorizing in the United 
States about the principles of protection and free 
trade, and there has been no dearth of statistical 
data submitted by interested parties. But, unfor- 
tunately, there has been very little effort at dispas- 
sionate investigation of the concrete effects of tariff 
legislation from the point of view of the public wel- 
fare. The tariff is not a single problem to be dis- 
posed of by the application of any one general for- 
mula. It presents a wide range of concrete ques- 
tions of public policy with reference to each particular 
industry. Hence, the economic significance of tariff 
legislation can be disclosed only if the problem is 
approached inductively, through an analysis of the 
structure and organization of specific industries and 
of the effects of tariff changes thereon. Before 
attempting any broad generalizations regarding the 
wisdom of American tariff policy as a whole the 
Institute will therefore first present a series of special 
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investigations dealing with the relation of the tariff 
to particular lines of production in the United States. 

The present study of the tariff on sugar is one of 
several designed to reveal the relation of the tariff 
to agriculture. This group of commodities has been 
selected not only because of its economic importance 
but also because it best illustrates the wide diversity 
of considerations that must be weighed before 
appraising our general tariff policy. The other 
investigations in the series will deal with the tariff 
in relation to wool growing, the cattle industry, 
cotton growing, wheat farming, and the production 
of vegetable oils. They will be followed by a gen- 
eral discussion of the effects of the tariff as a whole 
upon American agriculture. 

This study has been submitted in whole or in part 
to men representing both sides of the questions in 
controversy. ‘To the suggestions received the author 
and members of the Council of the Institute have given 
earnest consideration. If the conclusions reached in 
this study do not altogether accord with those of 
the divergent interests concerned, it is therefore not 
because the Institute has failed to take certain prac- 
tical considerations into account. It is rather due to 
the fact that the Institute is concerned with the broad 
question of the effects of the sugar tariff upon the 
nation as a whole. The reader will find the conclu- 
sions of the study stated on pages 244-253. 


H. G. Movutrton, 
Director. 


Wasuinaton, D. C. 
January, 1924. 
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SUGAR IN RELATION TO THE TARIFF 


SCOPE AND CONCLUSION OF THE STUDY 


By two tariff acts closely following one another 
(the Act of May 27, 1921, and the Act of September 
21, 1922) the duty on sugar has been increased, 
first, to 60 per cent and then to 76 per cent above 
the previous rate provided by the Act of 1913. So 
great an increase in duty, portending as it did a 
probable rise in the price of a universally consumed 
article of food, could not fail to direct public atten- 
tion to the subject of sugar. 


PUBLIC INTEREST IN SUGAR 


The war experience, wide price fluctuations, and 
the propaganda of private interests have also in 
recent years helped to keep sugar prominently 
before the public. During the war, through the 
agency of the Food Administration, the price of 
sugar was fixed and its distribution regulated. 
During that period also there were several acute 
“sugar famines.’ Households could not obtain 
sugar in quantities sufficient for their ordinary 
needs—sometimes not at all. Following the war 
sugar went through the most remarkable price 
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fluctuations in its history. The abandonment of 
government control at the end of 1919 and the 
memory of past scarcity made buyers apprehensive 
of another shortage. This resulted in a rapid and 
unprecedented rise in price until on May 19, 1920, 
the landed price of Cuban raws in New York touched 
22.50 cents per pound. ‘The precipitous rise was 
followed by a no less precipitous fall. The decline 
continued through the rest of 1920 and through 
1921; and by the end of the latter year the landed 
price had fallen to 1.81 cents per pound. Through- 
out 1922 it rose gradually, and much more rapidly 
in the early months of 1923. This latter rise greatly 
aroused the public and resulted in a government 
investigation, a “sugar boycott’ by housewives, 
and no little controversial literature. On the one 
hand it was attributed to the recent advances in the 
rate of duty; on the other hand to the pernicious 
activity of speculators. There were elements of 
truth in both these allegations, but, as will be shown 
later, the rise was in fact mainly due to the opera- 
tion of the familiar law of supply and demand, the 
controversial literature being in the nature of politi- 
cal propaganda emanating from private business 
interests. 

The great seaboard refineries and the American 
investors in Cuban sugar properties have a tariff 
interest diametrically opposed to that of the 
domestic cane and beet sugar producers. Both 
parties have a very direct pecuniary interest in the 
tariff and both are in a position to employ the best 
legal and literary talent in impressing Congress and 
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the general public with their views. Hence it fol- 
lows that most of the articles that appear in regard 
to sugar in its relation to the tariff are of the nature 
of attorneys’ briefs for their clients. It is for the 
interest of the seaboard refineries and the American 
investors in Cuban sugar properties, since they 
would be pecuniarily benefited by a decrease in the 
rate of duty, to attribute the high price of sugar in 
the spring of 1923 to the tariff and thereby arouse 
public indignation against the high rates of duty 
recently enacted. It is for the interest. of the 
domestic cane and beet sugar producers, since they 
are pecuniarily benefited by the high rates of duty 
of the acts of 1921 and 1922, to divert public 
scrutiny from the tariff by arousing indignation 
against New York speculators. For these reasons 
a dispassionate study of the sugar question should 
be welcome and timely. 

The sugar duty is important from a revenue stand- 
point as well as from the standpoint of protection. 
From it is derived more revenue than from any 
other single item in the tariff. Indeed, about one- 
fourth of the entire customs receipts is derived from 
sugar. The proper magnitude of the duty for 
revenue purposes, its methods of collection, and its 
burden upon taxpayers are all questions inviting 
discussion. 

Finally, the case of sugar is one of great interest 
in connection with the ‘‘flexible provision” of the 
tariff act of 1922. That act provides that the 
President, acting upon information furnished by 
the Tariff Commission, may change by an amount 
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not to exceed 50 per cent rates which are found not 
to equalize costs of production between foreign and 
domestic producers, so that the substituted rate 
shall equal this difference. Sugar production is one 
of the comparatively few industries from which it 
will be possible to secure accurate foreign and 
domestic costs by schedules direct from the mills. 
It therefore affords an exceedingly interesting test 
of the feasibility of this method of tariff adjustment. 


PLAN OF THE PRESENT STUDY 


The study is divided into two main parts. Part I 
is designed to afford the reader a background of 
knowledge in regard to the sugar industry. It 
consists of three chapters. Chapter I treats of the 
character of the industry; its division into a cane 
and a beet sugar industry; the regions in which 
both of these branches flourish; the processes 
involved in production in the several stages, agri- 
cultural, manufacturing, and refining; the effect of 
the industry upon the soil; and the character of the 
labor employed. Chapter II treats of the growth 
of the domestic industry to its present position; its 
distinguishing characteristics in each of the regions 
where it flourishes; and its importance as an 
absorber of capital and labor in each of these regions. 
Chapter III is devoted to tables of statistics, with 
comment, relating to production, consumption, im- 
ports, exports, and revenue. 

Part II deals with sugar in its relation to the 
tariff. Chapter IV is historic, stating what have 
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been the duties upon sugar in successive acts; their 
magnitude and mode of assessment, whether specific 
or ad valorem; and the tests for establishing the 
different grades. A table giving the rates of duty 
upon sugar in the principal countries of the world 
is appended. Chapter V undertakes to discuss 
on grounds of both economic theory and statistical 
evidence the extent to which the domestic sugar 
industry is dependent upon the tariff. Chapter VI 
attempts to show by a statistical analysis the effects 
upon prices, imports, and domestic production 
brought about by changes in the rate of duty. 
Chapter VII is devoted to a discussion of the pro- 
tection involved in transportation charges. Chapter 
VIII states and discusses the leading arguments 
which have been advanced for and against a duty 
on sugar. Chapter IX presents the conclusions of 
this study. 


PURPOSE OF THE PRESENT STUDY 


Before stating what the purpose of the present 
study is, it should be clearly stated what it is not. 
It is not to undertake an abstract discussion of the 
merits of protection as a principle of national 
policy nor of the merits of a customs tariff as a 
method of taxation. It is provisionally assumed 
that the United States is to continue its historic 
policy of maintaining a customs tariff as a part-.of 
its fiscal system and that the tariff will be used in 
the future as in the past as a means of raising 
revenue and also as a means of affording protection 
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to domestic industries. With this assumption the 
problem approached becomes definite and concrete. 
It is to determine: 

1. Whether, after giving due consideration to all 
the conflicting interests concerned, sugar should be 
dutiable or on the free list. 

2. If dutiable, what principles should determine 
the rate to be assessed and what the specific rate 
should be. 

Incidental to these main purposes are several 
subsidiary aims: 

1. To furnish a background of general informa- 
tion in regard to sugar, which may assist the reader 
in forming an independent judgment on the tariff 
problem. 

2. To investigate the relation between the costs 
of production of sugar and its price. 

3. To determine the extent to which the domestic 
industry is dependent upon the tariff and to estimate 
the effect of changes in the tariff upon prices, imports, 
and the domestic industry. 

4. To repeat and to weigh the various arguments, 
pro and con, which have been advanced in favor of 
a duty on sugar. 


CONCLUSION 


For the benefit of those who desire to know the 
result of this study in advance of its reading, the 
final conclusion may be stated as follows: 

A careful weighing of all the arguments and of all 
the results developed by the inquiry leads to the 
conclusion that from the standpoint both of revenue 
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and protection sugar is a suitable commodity to be 
subject to a moderate rate of duty. A rate which 
will maintain roughly the present proportions of 
domestic and foreign sugars in the domestic market 
is recommended. From the best data now available 
a rate of from 1.25 to 1.5 cents per pound on 96° 
Cuban centrifugals is suggested as adequate to 
accomplish this purpose. 

For a summary of the discussion and a more 
amplified statement of the conclusions reached and 
the reasons for reaching them the reader is referred 
to Chapter IX, pages 237-253. 
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CHAPTER I 


CHARACTER OF THE SUGAR INDUSTRY 


Sugar is a product of nature elaborated out of 
air and water by the action of sunshine in the sap 
of various plants. Among these plants the most 
important are the sugar cane, the sugar beet, the 
palm, and the maple tree. There are many others, 
however, from which sugar may be extracted, some 
yielding sugar of the same kind as that extracted 
from the cane or beet and others a different kind. 
The term ‘‘sugar’”’ as used in chemistry covers a 
series of carbohydrates ! differing in chemical formula 
and properties. 

The familiar sugar of the household is sucrose 
(Ci2H22011). Of the other ‘‘sugars,’” the most 
important are two isomeric forms, dextrose and 
levulose, having each the same formula (CgHi20¢) 
but differing in the particular that dextrose twists 
a beam of polarized light to the right and levulose 
twists it to the left. When mixed together in equal 
proportions, the compound is known as ‘“‘invert 
sugar,’ which, because of the preponderating effect 
of the levulose, still twists a beam of polarized light 
to the left. These last-named sugars are not only 
commercially important in themselves, being the 

1 Carbohydrates are substances containing carbon, hydrogen, and 


oxygen, the general formula being Cz(H20O)y. 
11 
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basis of such well-known substances as glucose, 
grape or corn sugar, and honey, but they are also 
of importance in connection with the sugar industry 
proper. In the process of manufacture, some of 
the sucrose molecules take on a molecule of water 
and then break up into two molecules, one of 
dextrose, and the other of levulose.! The invert 
sugar so formed, together with some sucrose which 
escapes, water, and various impurities, constitutes 
molasses, an important by-product of the sugar 
industry. 

The sugar industry is widespread—cane sugar in 
tropical, and beet sugar in temperate, regions. ‘The 
only sugars to be considered in this paper are cane 
sugar and beet sugar and, incidentally, their by- 
products. Cane sugar is extracted from the sugar 
cane, a plant of the grass family, which reaches its 
most perfect development in the tropics, though 
it may also be grown in semitropical regions. Cuba, 
Java, India, and several South American and West 
Indian countries are among the most important 
cane-sugar regions. 

Of regions under the American flag, cane sugar 
is produced in Louisiana and Texas, Hawaii, Porto 
Rico, the Philippine Islands, and the Virgin Islands. 
All these regions, except those within the conti- 
nental United States, are tropical, and in them the 

1 The reaction may be thus expressed: C12H2201-+-H2O =Ce6Hi20¢6 
(dextrose) +C.Hi20, (levulose). It will be noted that the two 
molecules in the right-hand member of the equation are made up 
each of the same number of the same kind of atoms. The atoms 


being presumably differently arranged, the substances differ in some 
of their properties. Such substances are said to be isomeric. 
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cane may grow for twelve months or more before 
harvesting. In Louisiana, however, the cane can 
grow for only eight or nine months before it is cut 
down by frost. This fact has an important bearing 
on the Louisiana industry. Immature cane is less 
rich in sucrose but contains a considerable percentage 
of invert sugar. The yield of sugar per ton of cane 
in Louisiana is about 148.26 pounds; while in Hawaii 
it is 245.63 pounds; in Porto Rico, 221.87 pounds; 
and in Cuba, 229.07 pounds.! On the other hand, 
the higher percentage of invert sugar in the Louisiana 
cane renders the production of molasses relatively 
much more important than in the other regions 
named. These facts have a bearing on the tariff 
problem. (See Appendix G.) 

The chief sources of beet sugar are the countries 
of Europe, the United States, and Australia. The 
sugar beet grows best in a temperate climate favored 
with abundant sunshine, a cool, dry air, and moisture 
timed to certain periods of its growth. Moisture 
is needed when the seed is germinating and the beets 
are forming; later, when sugar is being elaborated, 
too much moisture tends to produce large size and 
small sugar content; but if several weeks elapse 
between the rains and harvesting, the beets recover 
their high sugar content. The industry is best 
adapted to such regions as Colorado, Utah, and 
California, where moisture is supplied by irrigation. 


1The Cane Sugar Industry: U.S. Dept. Comm. Mise. Ser. 53, 
p. 27, 1917. The results are not all for the same year. The data 
for Louisiana were collected in 1913-14, and for the other regions in 
1915-16. 
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Michigan is also an important center of the beet- 
sugar industry. But there growth is dependent on 
natural rainfall and hence the beet crop is less 
reliable. 


I. STAGES OF THE INDUSTRY 


The sugar industry includes four distinct stages 
which, however, often overlap with respect to manage- 
ment. From what has been said it appears that 
the sugar industry includes several distinct phases: 
(1) The production of the cane or beets, an agri- 
cultural process. (2) The manufacture of raw sugar 
from the cane or beets, a factory process. (3) The 
refining of the raw sugar into various commercial 
grades, also a factory process. (4) The distribu- 
tion of the refined sugar among consumers, a com- 
mercial process. 

It frequently happens, however, that two or more 
of these successive stages are conducted under the 
same management. In the United States all the 
beet-sugar factories are also refineries, and some 
of them also undertake the agricultural stage, 
operating farms and producing their own beets. In 
the cane-sugar industry, moreover, the production 
of the cane and the manufacture of raw sugar are 
often under the same management, and in Louisiana 
many of the factories carry the process beyond the 
raw stage and prepare for market merchantable 
grades—‘‘plantation granulated,’ ‘yellow clari- 
fied,’ or even strictly refined sugar. The great 
bulk of the cane sugar, both domestic and foreign, 
which is consumed in the United States is, however, 
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purchased in a raw state and is refined for market 
by the great seaboard refineries as a wholly separate 
undertaking. But even here there is an overlapping. 
Some of the seaboard refineries are interested in 
Cuban plantations and centrals! and one of them 
is undertaking the development of sugar production 
in Florida.? 

On the other hand, the Hawaiian Islands pro- 
ducers, who operate factories and secure the greater 
part of their cane from their own plantations, 
also, through an organization, own a refinery on 

the Pacific coast. Some of the great New York 
sugar brokers, whose functions are primarily dis- 
tributive, finance and own Cuban centrals, arrange 
credits for transportation of sugar, own and operate 
refineries, and do a brokerage business in raw and 
refined sugar, thus integrating the industry in all 
its phases and affording an interesting example of 
an apparent evolution of the industry toward the 
dominance of its financial end. 

1. The Agricultural Stage—The agricultural stage 
is closely associated with the manufacturing stage 
and is of predominant importance with respect to 
costs. The raw materials, cane or beets, are bulky 
in comparison with their value, and it is not profit- 
able to transport them long distances. The sugar 
factories are, therefore, found in the midst of the 


1 Sugar factories in Cuba and Porto Rico are known as ‘‘centrals ”’ 
(accent on the last syllable). 

2 The Florida interests are owned by George Earle, who also owns 
the Pennsylvania Sugar Refining Company. He operates his 
Florida estates under the name of the company, though the com- 
pany is leased to E. Atkins & Company. 
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cane or beet fields and a practical limit is imposed 
on their size. 

In the beet-sugar industry, though some of the 
factories, as just noted, cultivate their own beets, 
the general practice is to make contracts with the 
surrounding farmers. The contracts are signed 
before the planting of the beets. The terms are 
very definitely drawn and usually provide for a 
basic price to be paid for the beets with sliding- 
scale increments dependent upon the sugar content 
and the price received for sugar. (See Appendix 
A, pp. 257-67.) The farmer’s profits, therefore, like 
those of the corporation running the factory, are 
partly dependent upon the price of the finished 
product, and his tariff interests are thus tied up 
with those of the factory. 

In Hawaii, the factories and plantations are in 
general operated under a single management, though 
some cane is purchased by the factories under con- 
tract with independent growers. Huge irrigation 
projects have been engineered. Intensive cultiva- 
tion and heavy investments in fertilizers and plan- 
tation machinery characterize the industry in this 
region. The extraction of the sugar from the cane 
represents a comparatively small portion of the 
total expense. In Cuba, the factories are much 
larger than in Hawaii and, while some of the planta- 
tions are operated by the factory management, 
more commonly the cane is cultivated by inde- 
pendent ‘‘colonos,’’ who sell it to the factories or 
centrals and take their pay either in actual sugar 
or, more commonly, in credits for sugar, based on 
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the Cuban price. In Louisiana, also, a large part 
of the cane is purchased by the factories. In Porto 
Rico, the relation between the centrals and the 
colonos is similar to that in Cuba. 

Data secured by the United States Tariff Com- 
mission show that about two-thirds of the total cost 
of producing sugar is incurred at the agricultural 
end of the business, though the proportion differs 
greatly in different regions. Manufacturing costs 
account for from one-fifth to one-third of the total, 
the remainder being absorbed by depreciation and 
marketing expenses. The industry is thus shown 
to be predominantly agricultural. Nevertheless, 
sugar factories represent no inconsiderable invest- 
. ment. The average size of the factories shows a 
rather surprising disparity in the different regions. 
For cane sugar, the average factory represents an 
investment of $374,000 in Louisiana, of $481,000 
in Hawaii, of $2,480,000 in Porto Rico, and of 
$3,277,000 in Cuba. For domestic beet sugar the 
average factory investment is $2,041,800.! 

Sugar cane is propagated from “seed’’ cane or 
from ratoons. When the cane is harvested, two 
courses may be pursued with reference to the next 
year’s crop. If the roots are left in the ground, 
new shoots or ratoons will spring from them and a 
crop may thus be obtained without further planting. 

1 Figures furnished by the United States Tariff Commission from 
data for the year 1921. In the domestic beet-sugar industry the 
factory investment covers plant and machinery for. carrying the 
process through to refined sugar. This is also true of some of the 
factories in Louisiana. The other regions terminate the process 
with raw sugar. 
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Or a certain proportion of the crop of canes may be 
reserved as ‘‘seed”’ cane and planted in furrows. 
Sprouts spring from the joints and provide the next 
crop. So admirably adapted to the growth of cane 
are the soil and climate of Cuba that the cane may 
often be profitably ratooned for ten or more years. 
In Louisiana, on the other hand, it is not profitable 
to ratoon for more than one year. The third year 
the land is usually plowed and planted to some 
nitrogenous crop, such as cowpeas. It will be seen 
that in this respect Cuba possesses a considerable 
advantage. 

The cultivation of sugar beets is beneficial to the 
soil. The chemical formula for sugar is, as was stated, 
Cy2H2201; that is, it is made of carbon and water. 
The carbon is obtained from the air and the water 
from the ground. It will thus be seen that sugar 
depletes the soil of none of its valuable mineral 
constituents. Such minerals are, of course, present 
in the cane and beets from which the sugar is derived, 
but with proper care they may to a considerable 
extent be restored to the soil. In the case of the 
cane-sugar industry the bagasse or crushed cane 
from which the juice has been extracted is usually 
used for fuel or sometimes as a raw material for 
the manufacture of paper, and hence the minerals 
which it contains are lost to the soil. The “‘trash,” 
however, resulting from the cutting of the cane 
may be plowed under. In the beet-sugar industry 
the refuse from the filter presses may be returned 
directly, and the tops, beet pulp, and beet molasses 
indirectly, to the soil by feeding them to cattle. 
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Some beet-sugar factories raise cattle as an adjunct 
to their sugar business, but the general practice is 
for the independent farmers in the vicinity to 
utilize the tops, pulp, molasses, and filter cake. 
The tops they retain as forage when they cart their 
beets to the factory; the other items they obtain 
from the factory. It is thus seen that, from the 
standpoint of conservation, the cultivation of the 
sugar beet is a branch of agriculture to be fostered. 

In other ways also the industry is desirable. The 
cultivation of the sugar beet requires deep plowing, 
careful preparation of the soil, and_ intensive 
methods, and therefore leaves the soil in excellent 
condition for certain other crops. Moreover, the 
beet sends out minute rootlets which ramify through 
the soil to a considerable depth. When the beet is 
removed, these rootlets decay, but leave minute 
capillary pores which retain moisture and thus 
afford a subsoil irrigation. Experiments made in 
Germany by Dr. Gustav Humbert show a marked 
difference in the yield of various crops under appar- 
ently similar conditions, except that in one set of 
experiments sugar beets were raised in proper 
rotation with the other crops and in the other set 
no sugar beets were raised. The results of these 
experiments are shown in Table I. 

Dr. C. O. Townsend,! of the Bureau of Plant 
Pathology of the United States Department of 
Agriculture, states that while the Department has 
not published the results of its studies along this 


1Since the above was written Dr. Townsend has joined the 
staff of the U. 8. Tariff Commission. 
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line in the United States, they abundantly confirm 
the German experience. Crops of small grains 
(wheat, rye, barley, and oats) are improved about 
25 per cent when grown in rotation with the sugar 
beet. A common rotation is to follow beets with 
one of the small grains and then to sow to clover or 
alfalfa for one or two years before another beet crop. 
Corn is not improved by being grown in rotation 
with beets. Aside from the benefit to some other 
crops when the beets are grown in rotation, it is 
poor practice to follow beets with beets because of 
the likelihood of developing insect pests when beets 
are grown several succeeding seasons on the same 
land. 

2. The Factory Stage-——Whether derived from 
cane or beet, the processes involved in sugar manu- 
facture are essentially the same. The juice is first 
extracted, from cane by crushing between rollers, 
and from beets by a ‘diffusion process similar in 
principle to steeping tea. The juice is then clarified, 
evaporated, and boiled down until the sugar 
crystals have appeared and grown to the requisite 
size. The mass containing the sugar crystals 
immersed in the ‘mother liquor”? and known as 
““massecuite ’’ is then subjected to centrifugation, 
which separates the sugar from the molasses. 

The raw sugar above described usually tests about 
96° by the polariscope; and the “96° centrifugals ”’ 
form the basis for all price quotations of raw sugar. 
Some sugar, however, of a considerably lower test 
is still manufactured by an antiquated ‘‘open- 
kettle’ process and separated from the molasses 
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in perforated barrels. Such sugar is known on the 
market as ‘““muscovado”’ sugar. 

Sugar factories operate from three to nine months 
of the year. In none of the regions of domestic 
sugar production is it customary to keep the factories 
in operation throughout the entire year. ‘The near- 
est approach to continuous operation is in Hawaii. 
There it is customary to have three crops of cane 
growing simultaneously, one in process of being 
harvested, another in mid-growth, and a third in 
growing shoots just sprouted. The factories begin 
grinding in December and usually close operations 
in the following autumn. In Cuba and Porto Rico 
the grinding also begins in December or January 
but, because of the coming on of the rainy season, 
terminates in June. In Louisiana the grinding 
begins in November and ends in January. The 
same period applies also to the domestic beet-sugar 
industry, except in California, where the slicing 
begins earlier. It will thus be seen that in the 
domestic beet and Louisiana industries the factories 
are active for only three months of the year, a condi- 
tion involving much idle capital. Some large plants 
in Louisiana overcome this difficulty in part by 
operating during the idle season as refineries. 

3. The Refining Stage—The “raw” sugar obtained 
from the factories is purchased by the refineries. In 
the refinery the raw sugar is “‘melted” in water, 
again subjected to centrifugation, passed through a 
succession of filters, of which the most important 
for removing discoloration is the bone-black filter. 
The sugar derived from the last filtrate is nearly 


ee 


STAGES OF THE INDUSTRY 23 


100 per cent pure. It is then prepared for market- 
ing in such forms as granulated, cubes, powdered, 
and loaf. 

4. The Commercial Stage-—When the sugar has 
been refined, it enters the channels of trade through 
sugar brokers, who buy and sell on commission for 
the refiners on one side and the wholesale and retail 
trade on the other. The dominating market is 
New York. In this market the buying and selling 
operations fix the market price from day to day. 
These buying and selling operations include not only 
those in which there is an actual material transfer 
of sugar from the refiners to wholesale and retail 
dealers, but also the operations of the coffee and 
sugar exchange. Here sugar is bought and sold for 
future delivery and the various forms of speculation 
in futures characteristic of other exchanges, such as 
the corn, wheat, and cotton exchanges, take place. 
It was against the coffee and sugar exchange that 
the activities of the Department of Justice were 
directed in connection with the rise of prices in the 
spring of 1923. 

Large-scale operations are conducive to economy in 
the factory and refining stages of the industry. The 
cost studies made by the Tariff Commission show a 
marked inverse correlation between the output of 
the establishment and its cost of production. The 
big factories are, on the whole, the low-cost fac- 
tories. There are exceptions; some small factories 
show a low cost and some big factories a high cost, 
but the tendency is unmistakable. In the manu- 
facturing stage, however, the cost of transporting 
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the cane or beets over long distances imposes an 
ultimate limit to the size of the sugar factory. The 
sugar factories, as noted above, must be near their 
raw material. No such limitation is imposed on 
the refineries. This fact, together with the cheap- 
ness of ocean transportation and nearness to the 
ereat centers of population, determines the centrali- 
zation of the refining industry in enormous refineries 
along the Atlantic and Pacific seaboard. 


_Il. CHARACTER OF THE LABOR 


The character of the labor employed in the sugar 
industry introduces serious social problems. The 
sugar industry, for the most part, calls for labor of a 
manual sort exacting only a moderate degree of 
intelligence—in the cane fields, plowing, cultivating, 
cutting, and hauling; in the beet fields, in addition 
to the plowing, cultivating, and hauling, the opera- 
tions of blocking, thinning, weeding, lifting and 
topping. Much of the labor in the beet fields is 
performed by women and children. In Louisiana 
the field operations are conducted by both white 
and colored labor, about 62 per cent white and 
38 per cent colored.t Both white and colored labor 
is also used in the factories. In Hawaii the la- 
borers are of various races and nationalities—Japa- 
nese, Chinese, Filipino, native Hawaiian, Portuguese, 
and others, the Japanese greatly predominating. 
In the beet-sugar industry, as stated above, the 


1 Chaffe, J. B., Sen. Com. Finance Hearings, 67th Cong., 2d 
sess., p. 2308, 1922. 
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beet growing is conducted by independent farmers, 
though it is often provided in the contract that the 
factory shall supply the labor. The laborers sup- 
plied are generally foreign—Mexicans, Poles, Ger- 
mans, or Russians. The farmers contract with the 
laborers, generally by families, at so much per acre, 
furnishing them with shacks to live in during the 
season. The usual rate is $35 per acre for all 
processes. Family earnings vary greatly, ranging 
from less than $400 to over $2,500 for the entire 
season of six or seven months. 

A report issued through the Children’s Bureau of 
the Department of Labor, relating to “Child Labor 
and the Work of Mothers in the Beet Fields of 
Michigan” for the crop season of 1920, shows con- 
ditions which may be summarized as follows: Five 
hundred families were studied in which a child under 
sixteen or a mother of a child under six worked in the 
fields. Of the children between six and sixteen 67 
per cent were found at work in the sugar-beet fields. 
One-fourth of these workers were less than ten years 
of age and only one-fifth had reached the age of 
fourteen. 

Such family labor was secured by agents of sugar 
companies from Detroit, Chicago, Ohio cities, the 
mining districts of West Virginia, and even from 
Texas and Mexico. Among the laborers’ families, 
90 per cent of the mothers having children under 
six years of age worked in the fields and half the 
children under this age were usually taken by their 
parents to the field. The babies are sometimes 
kept in boxes or baskets without shelter of any 
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kind. Contract laborers are usually assigned as 
many acres on which to thin, hoe, and harvest the 
beets, at a fixed rate per acre, as they and their 
families together can take care of. Thinning is a 
process which must be done before the beet plants 
grow too large and, therefore, is usually performed 
under pressure. The family working day at this 
time was found to begin about six a.m. and to con- 
tinue, with the shortest possible time for meals, 
until six, seven, and sometimes eight o’clock, or 
later, in the evening. Three-fourths of the children 
of school age had been absent from school on 
account of their work. 

The sugar companies usually rented ancient farm- 
houses for their workers or furnished small port- 
able houses, which were frequently crowded and 
sometimes in bad repair. In many of the beet- 
fields, families of from three to ten persons were 
obliged to sleep in one small, ill-ventilated room. 
Occasionally, a shack of tar paper or tin, or a caravan 
wagon to be moved about as the work required, was 
the only shelter provided. One child told the agent, 
“The family has to take turns going in, as there 
isn’t room for all of us at once.”’! 

An important social problem is raised by the 
induction into American farming communities of the 


1Child Labor and Working Methods in Beet Fields . . . of 
Michigan: U.S. Children’s Bur. Publication 115, 1923. It is fair 
to say that the statement made by the Children’s Bureau ‘has 
been called in question. A committee appointed by the Michigan 
legislature made an investigation and submitted a report denying 
that conditions were as represented.—See Journal of the House of 
Representatives [Michigan], session of 1923, pp. 1252-1254. 
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type of labor and the agricultural methods which 
have been described as associated with the cultiva- 
tion of the sugar beet. The heterogeneous popu- 
lation for which the sugar industry is responsible in 
the Hawaiian Islands is also not without its social 
significance. 

In the factories the greater part of the labor is of 
the class entitled ‘‘semiskilled.”’ It consists in 
watching and tending machinery, turning a cock, 
moving a lever, trucking, etc. The most skilled 
positions are those of sugar boiler and chemist. 
The sugar boiler’s business is to watch the boiling 
down in the vacuum pan, to test the juice from 
time to time to see whether the crystals have begun 
to form, and to judge when to stop the operation. 
It is a position calling for experience and judgment. 


Il. BEARING ON THE TARIFF OF THE FACTS BROUGHT 
OUT IN CHAPTER I 


The short season in Louisiana necessitates the 
harvesting of the cane before it is fully mature. 
The sugar yield per acre is therefore low! and the 


1 The average sugar yield per acre is, for Louisiana, 2,616 pounds; 
Hawaiian Islands, 10,992 pounds; Porto Rico, 4,539 pounds; Cuba, 
4,912 pounds.—The Cane Sugar Industry, U.S. Dept. Comm. 
Misc. Ser. 53, p. 26, 1917. The above figures do not, apparently, 
make proper allowance for the fact that in the Hawaiian Islands 
cane is a two-year crop. That is, from a given tract of land, one 
crop of cane is cut every two years. In Louisiana, allowing for 
customary rotation, two crops of cane are cut every three years. 
Comparison made on this basis would show about 5,400 pounds of 
sugar per acre in the Hawaiian Islands to about 1,700 in Louisiana. 
On either basis it will be seen that the yield per acre in Louisiana 
is the lowest. The yield per acre, however, is not the only factor 
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cost of sugar production tends to be correspond- 
ingly high. A comparatively high rate of duty, 
therefore, is called for if Louisiana planters are to be 
protected. This disadvantage is partly offset by 
the fact that cultivation expenses are somewhat 
reduced by the short season, by a superior location 
with respect to markets, and also by the fact that an 
immature cane is rich in invert sugar, rendering it 
peculiarly suitable for the manufacture of sirup and 
molasses. The receipts from the sale of sirup and 
molasses by the sugar factories in Louisiana are 
larger proportionately than in any other important 
region of cane-sugar production. 

Michigan and the other beet-sugar States east of 
the Mississippi River rely on natural rainfall. The 
sugar-beet crop, therefore, is less reliable than that 
of the more western States, which rely on irrigation. 
Hence, costs of producing sugar average higher, and 
a higher rate of duty is necessary if the producers in 
these States are to be protected. This disadvan- 
tage again is partly offset by the better location with 
respect to markets. 

The fact that the industry is predominantly agri- 
cultural and that the lands appropriated for sugar 
production vary greatly in their adaptability to this 
purpose insures the continuance of great differences 
in the costs of producing sugar among individual 
determining the agricultural cost of producing sugar. High yield 
per acre may be obtained only at the price of a heavy expenditure. 
The yield per acre in the Hawaiian Islands is more than double that 
in Cuba, but the agricultural cost of producing sugar in Cuba is 


less than in the Hawaiian Islands, where expenditure for fertilizers and 
irrigation is heavy. 
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establishments. Such differences in costs render the 
problem of adjusting tariff rates by the principle of 
“equalizing”’ costs indeterminate. (See Chapter V.) 
The agricultural character of the industry tends to 
make the reduction or removal of the duty a less 
serious matter. Because of the highly specialized 
character of the plant and machinery in the factory 
phase of the industry, such factories as could not 
survive a reduced tariff would be nearly a dead loss. 
But land has so many alternative uses and the labor 
employed in both field and factory is of such a simple 
semiskilled character that the abandonment of pro- 
tection would not greatly derange either the agri- 
cultural or labor interests, except in Hawaii, which 
like Cuba has become a predominately one-crop— 
country. 

The cultivation of the sugar beet has a bene- 
ficial effect upon the soil and depletes it of no valu- 
able mineral constituents. If protection is to be 
granted to agricultural industries at all, the beet-- 
sugar industry has on this score a legitimate claim 
to consideration. On the other hand, the short 
season during which factories are in operation in 
Louisiana, and the short season and labor condi- 
tions in the beet-sugar industry, raise a question as 
to the wisdom of protecting an industry which 
necessitates the tying up of capital for so large a 
part of the year and which introduces such serious 
social problems. 

The manner in which the industry is erraniced 
results in its segregation into powerful groups having, 
conflicting tariff interests. On the one hand, the 
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seaboard refineries and the American investors in 
Cuban sugar properties desire the widest possible 
market for Cuban sugars, and hence their tariff 
interest is for a low duty or no duty. On the other 
hand, all the domestic producers, whether of cane or 
beet sugar and whether they represent the agricul- 
tural or the manufacturing stage, desire to reserve 
so far as possible the American market for domestic 
sugars, and hence their tariff interest is for a high 
duty. 

Of all the regions mentioned, Cuba offers the best 
natural advantages for the production of sugar. It 
is, however, foreign territory. A tariff problem is 
therefore at once presented. The lower the rate of 
duty the more will the American people be able to 
avail themselves of the bounty of nature as dis- 
played in Cuba in securing their sugar, but the 
more also will this be at the sacrifice of a part of the 
domestic industry. The higher the rate of duty the 
-greater will be the proportion of the sugar supply 
derived from domestic sugars, but the more the 
American people will be deliberately foregoing 
nature’s bounty in Cuba. Where to draw the line 
between the satisfaction that comes from the con- 
sciousness that one is consuming domestic sugar and 
the satisfaction that comes from the consciousness 
that one is consuming cheap sugar presents a tariff 
problem of the first magnitude. 


CHAPTER II 


GROWTH AND IMPORTANCE OF THE SUGAR 
INDUSTRY 


Having discussed, in Chapter I, the general 
character of the industry, the regions in which it 
flourishes, the processes involved, its organization, 
_ and certain tariff and social problems that arise 
therefrom, it is appropriate next to describe its 
growth and present importance, especially in the 
United States (including the insular possessions) 
and in Cuba. 

The chapter naturally divides itself into five 
sections: I. World-wide growth of the sugar 
industry. II. Growth of the domestic and Cuban 
cane-sugar industry. III. Growth of the domestic 
beet-sugar industry. IV. Capital and labor in the 
domestic and Cuban sugar industries. V. Bearing 
on the tariff of the facts brought out in Chapter II. 


I. WORLD-WIDE GROWTH OF THE SUGAR INDUSTRY 


Though now one of the most widely used and 
appreciated of foodstuffs, sugar was unknown in 
western Europe until comparatively recent times. 
It was unknown to the Greeks and Romans, who 
relied on honey for sweetening. The canes were 
first mentioned as “the sweet sticks of the East,’ 


and are supposed to have originated in India. 
31 


He, 
ZA 

te 
A, 


32 SUGAR IN RELATION TO THE TARIFF 


Sugar is mentioned as part of the spoils of the 
Byzantines when they conquered Persia in A.D. 627. 
It reached Spain in 755. About the middle of the 
fourteenth century the art of refining was discovered 
by a Venetian and soon afterwards a 50-ton cargo 
was exchanged for wool in London. Not until the 
middle of the sixteenth century, when it was 
introduced into the household of Queen Elizabeth, 
did it become an article of general human consump- 
tion. 

From steh small beginnings the industry has 
expanded to nearly every country in the world— 
cane sugar in the tropics and beet sugar in the 
temperate zone. India, the original seat of the 
industry, still remains one of the greatest sugar- 
producing countries, its production being exceeded 
only by that of Cuba. It, however, consumes all 
that it produces and imports considerable quanti- 
ties in addition. ii Other sources of cane sugar are, 
in order of importance (1922-23), Java, the United 
States (including its insular possessions), Brazil, 
Formosa and Japan, Peru, Australia, Mauritius, 
San Domingo, Argentina, the West Indies, Natal, 
Mexico, Demerara, Egypt, and about ten other 
tropical countries, whose annual output is less than 
60,000 tons each. The most important source of 
beet sugar is Germany, followed by the United 
States and Czecho-Slovakia. Other sources, in 
order of importance (1922-23) are France, Belgium, 
Holland, Poland, Italy, Russia and Ukraine, Spain, 
Denmark, Hungary, Sweden, Roumania, Bulgaria, 
Austria, Canada, and Switzerland. 
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The beet-sugar industry is of much more recent 
origin even than the cane-sugar industry. Indeed, 
it was not known that sugar could be extracted from 
the beet until 1747, when Marggraf, a Prussian 
chemist, succeeded in obtaining a few crystals.! 
Frederick the Great and Frederick William of Prussia 
assisted Achard, a pupil of Marggraf, in continuing 
this line of research and in placing the manufacture 
of sugar from beet on a commercial basis. A small 
factory was erected at Cunern in Silesia. The 
impetus that led to the manufacture of beet sugar 
on a large scale, however, came from Napoleon, 
who in 1811 issued a decree appropriating 1,000,000 
franes for the establishment of technical beet-sugar 
_ schools, requiring peasant farmers to plant 79,000 
acres of land to sugar beets, and providing that 
after 1813 the importation of sugar into France 
should be prohibited. 

The growth of the industry has been accompanied 
by wmportant discoveries and inventions, resulting in 
improved economy and effectiveness at every stage. At 
the agricultural end, experiments have been directed 
to the improvement of the cane and beet in sugar 
content, to the use of fertilizers, and to the elimina- 
tion of insect pests; and the results have shown that 
both the yield per acre and the sugar content can 
be greatly increased.} In Hawaii, for example, 
where the greatest attention has been given to 


1The presence of sugar in the beet was suspected at an earlier 
date. In 1605, Olivier de Serres, a French agronomist, obtained 
alcohol from the fermentation of beet juice and was thereby led to 
conclude that the beet contained sugar. 
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methods of cultivation and fertilization, the average 
yield of cane per acre has been increased to about 
44 tons, while the yield in Porto Rico is 20.4 tons; 
in Louisiana, 18.3 tons; and in Cuba, 21.3 tons.! 
Yet natural conditions in Hawaii are certainly 
inferior to those of Cuba. The sugar content of the 
beet has been increased from an average of some 
5 or 6 per cent at the beginning of the nineteenth 
century to as high as 20 per cent at the present time, 
the average for American factories being now over 
15 per cent. In the manufacturing stage note- 
worthy improvements have been the so-called 
‘‘multiple effect”? and ‘“‘vacuum pan,” superseding 
the old ‘‘open-kettle’’ process and greatly econo- 
mizing the heat required for boiling down; and the 
centrifugal machine for separating the sugar from 
the molasses and superseding the old process of 
draining in barrels the massecuite, as the mass of 
sugar crystals, molasses, and various impurities 
resulting from the boiling down of the juice is called. 
The old process is still practiced in some regions and 
the resulting sugar is known in the trade as ‘‘mus- 
covado sugar.” 

At the refining end, mention should be made of the 
use of bone-black or animal charcoal as a filter, 
superseding the old claying process and the use of 
ox blood. Finally, in marketing the sugar and espe- 
cially in testing it for duty assessment the polari- 


1The Cane Sugar Industry: U. $8. Dept. Comm. Mise. Ser. 53, 
p. 26, 1917. It must be remembered that in Hawaii cane is a two- 
year crop. The average annual yield per acre would therefore be 
22 tons. In Louisiana, assuming two cane harvests every three 
years, the average annual yield per acre would be 12.2 tons. 
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scopic test has excelled all previous methods in 
accuracy, standardization, and the elimination of 
fraud. 


Il. GROWTH OF THE DOMESTIC AND CUBAN CANE-SUGAR 
INDUSTRIES 

The United States is now one of the greatest sugar- 
producing and sugar-consuming countries in the 
world. In consumption it ranks first. In 1922 
about 5,700,000 tons! (in terms of refined sugar) were 
consumed, of which 42.5 per cent was of domestic 
origin. This was about 29 per cent of the total 
world consumption for that year. In beet-sugar 
production the United States took second rank in the 
years 1920-21 and 1921-22, being exceeded only by 
Germany. In 1922-23 it fell to third place, being 
exceeded by Germany and Czecho-Slovakia. In 
cane-sugar production in 1921-22 it was exceeded 
only by Cuba, British India, and Java. In that 
year its total domestic output, both cane and beet, 
was 2,687,306 tons and was exceeded only by 
that of Cuba (4,475,953 tons) and British India 
(2,835,840 tons). 

The above total of 2,687,306 tons was produced in 
widely scattered regions: cane sugar in Louisiana, 
324,429 tons; Texas, 3,270 tons; Porto Rico, 
405,935 tons; Hawaiian Islands, 548,800 tons; the 
Virgin Islands, 5,600 tons; and the Philippine 
Islands, 378,739 tons; and domestic beet sugar in 
about 16 States, 1,020,533 tons. (See Appendix G, 
p. 293.) 


1The consumption fell off in 1923 to 5,350,000 tons. 


36 SUGAR IN RELATION TO THE TARIFF 


A few words may be said as to the growth of the 
industry in each of these regions. 

Louisiana and Texas.—The cultivation of the 
cane was introduced into Louisiana in 1751 by the 
Jesuits, but sugar was not successfully extracted 
until 40 years later. Since 1791 sugar has been 
continuously produced. Until 1882 the growing of 
the cane and its manufacture into sugar were con- 
ducted in a primitive manner in numerous small 
units. Since that time scientific methods have 
rapidly progressed with a tendency for the number 
of establishments to decrease and the size of each 
to increase. In 1880 there were 1,144 small sugar 
factories with an output of 121,886 tons, and in 
1919 (census figures) 202 factories with an output 
of 225,498 tons. These figures apply to all cane 
sugar produced in the continental United States. 
A small quantity is produced in Texas—about 4,000 
tons in 1918-19; none in 1919-20. 

The great problem for the sugar industry in 
Louisiana has always been the climate. Any year 
an early frost, drought, or heavy rains may bring 
disaster. The precarious situation of the industry 
in this respect is shown by the great variability of 
the output, which ranged between 1912 and 1922 
from 115,590 tons in 1919-20 to 302,899 tons in 
1916-17. Production reached a maximum in 
1904-05, with 398,194 tons. For the best results in 
sugar extraction, cane should not be harvested 
until it has had at least 12 months to grow and it 
may improve for several months longer. Immature 
cane is less rich in sucrose content and contains 
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much invert sugar. The problem in Louisiana 
would be partly solved by the development of a 
cane capable of standing a moderate frost, as often 
the first frost (which cuts down the cane) is followed 
by six to eight weeks of warm weather, during 
which a hardy cane might continue to mature and 
form sugar. Experiments are now being directed 
to the development of such a cane. 

The output of sugar in Texas has always been 
small and is apparently decreasing. It has de- 
creased from 9,000 tons in 1912-13 to 3,220 tons 
in 1922-23. 

Hawaiian Islands.—Sugar cane was introduced 
into the Hawaiian Islands about 1837. The industry 
developed slowly; crude methods were employed, 
irrigation was unknown, and after twenty-three 
years (1860) only 722 tons of sugar and 2,600 barrels 
of molasses were exported. 

From these small beginnings the industry has 
developed to one of first importance. In 1921 over 
550,000 tons of sugar were produced, all of which, 
except a small amount retained for domestic con- 
sumption, was shipped to the United States. The 
value of the sugar produced represents about nine- 
tenths of the value of all the agricultural products 
of the islands; and the industry gives employment 
to about one-fifth of the entire population. Except 
for a considerable pineapple industry and some 
coffee, Hawaii is virtually a one-crop country.., 

This phenomenal growth of the sugar industry 
was greatly stimulated by the reciprocity treaty of 
1876, by virtue of which sugar and certain other 
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products of Hawaii were admitted to the United 
States free of duty in return for reciprocal con- 
cessions. This remission of duty brought little or 
no benefit to the American consumer of sugar.! 
Dutiable sugar continued to be imported in large 
quantities and the price of duty-paid sugar deter- 


mined the price of all domestic sugars and of. 


Hawaiian sugar. The remission of duty simply 
resulted in a bonus of about 2 cents per pound (the 
previous duty) to the Hawaiian producers. Such a 
bonus greatly stimulated their industry. Shipments 
increased from 13,000 tons in 1876, the year in which 
the treaty went into effect, to 130,000 tons in 1890, 
the year in which the McKinley Tariff Act was 
enacted. 

The large commitment of capital brought about 
by this stimulus to the sugar industry had an im- 
portant bearing on the subsequent history of the 
islands. The McKinley Tariff Act, just referred to, 
put sugar on the free list and provided for a bounty 
of 2 cents per pound to domestic producers. The 
Hawaiians, not being domestic producers, received 
no bounty, nor did the reciprocity treaty now accord 
them any preference. They were simply on a parity 
with all other foreign producers. While the remis- 


1Tt is perhaps too much to say that the remission of the duty on 
Hawaiian sugar resulted in no benefit to the American consumer. 
The effect of a remission of duty upon a part of the imports is more 
fully explained in Chapter V (pp. 119-122). A parallel case occurred 
some years later when Cuba was given a preferential rate. At first 
the benefit of the reduction went almost exclusively to the Cuban 
producer, but after the lapse of years it was largely transferred to 
the American consumer. 
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sion of duty merely to one country could not greatly 
reduce the price so long as large importations of 
duty-paying sugar continued, a general remission of 
duty did have a tendency to reduce the price and 
hence deprive the Hawaiians of the bonus which 
they had been enjoying. This situation and the 
fact that the Hawaiian sugar industry was largely 
controlled by American eapitalists gave an impetus 
to the movement for closer political relations with 
the United States, which culminated in the annex- 
ation of the islands in 1898. 

Since annexation the sugar industry has continued 
to flourish. Indeed, production increased even dur- 
ing the lean years of the McKinley Tariff, though 
not so rapidly as during the years that followed the 
adoption of the Act of 1894, when the policy of levy- 
ing a duty on sugar was resumed. 

Among the most noteworthy characteristics of the 
sugar industry in Hawaii have been the installation 
of huge irrigation projects and the intensive cultiva- 
tion of the cane. Daring engineering feats involv- 
ing storage reservoirs, ditches, canals, and tunnels 
have been accomplished. The peculiar situation 
calling for such constructions lies in the fact that the 
high mountains on each of the islands precipitate 
the moisture brought by the trade winds so that it 
falls in quantities adequate for the cultivation of the 
cane only on the windward side, while much of the 
land most suitable for cane growing lies on the lee- 
ward side. It is, therefore, necessary to convey 
water from the windward to the leeward side of the 
islands. The land, much of it not naturally dis- 
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tinguished for its fertility, has been brought by the 
use of heavy farming machinery and great expendi- 
ture for commercial fertilizers to a point where the 
yield per acre exceeds that of all other regions. 
(But see footnote, pp. 27, 34.) 

The growth of the sugar industry has developed 
in the Hawaiian Islands a heterogeneous population. 
The native Hawaiians did not adapt themselves 
readily to the monotonous routine labor of modern 
industry. Their numbers have rapidly declined 
from a total of 70,036 in 1853 to 24,120 in 1915, or, 
if we include part Hawaiians, from 71,019 to 38,920. 
This has resulted in the influx of various races and 
in the creation of a labor problem for the sugar 
industry that is still acute. In 1915 the total popu- 
lation was made up as follows: Hawaiian, 24,120; 
part Hawaiian, 14,800; Chinese, 21,770; Japanese, 
93,136; Filipinos, 15,220; Portuguese, 23,560; other 
Caucasian, 25,290; all other, 5,270; army and navy, 
9,600. The population engaged in the sugar indus- 
try alone in 1914 was: American, 625; Hawaiian, 
965; Porto Rican, 1,489; Portuguese, 3,570; Span- 
ish, 1,715; Russian, 73; Filipinos, 9,000; Japanese, 
24,340; Chinese, 2,264; Koreans, 1,417; all other, 
310; total, 45,718.1 

Partly, perhaps, because of the ever-present labor 
problem, the Hawaiian planters have developed 
methods of cooperation in disseminating among 
themselves information relating to scientifie and 
mechanical improvements for the advancement of 


1The Cane Sugar Industry: U. S. Dept. Comm. Mise. Ser. 53, 
p. 219, 1917. 
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the industry and the reduction of the cost of produc- 
tion. An experiment station was organized in 1894, 
where men of the highest attainments have con- 
ducted experiments for developing new varieties of 
cane, testing fertilizers, controlling pests, improving 
processes of manufacture, and giving attention to 
other matters which might conduce to economy in 
the production of sugar. 

Porto Rico—The sugar industry in Porto Rico 
may be said to date from 1515, when sugar cane was 
introduced from the neighboring island of Santo 
Domingo, though it was not until 1530 that mills 
were established with their surrounding plantations 
for manufacturing molasses. Not until 1548 was 
sugar manufactured. 

Under the encouragement of the Spanish govern- 
ment, which made loans to planters, the industry 
gradually developed, though with very primitive 
methods. Until the American occupation in 1899: 
“The cane was ground in small mills, the machiner \ 
consisting principally of wooden single and doubl bul. 
roll crushers driven by bullock power, open kettle 
for boiling, wooden vats for crystallizing out the 
second sugar, and dripping rooms in which the hogs- 
heads of crude sugar were drained of their surplus 
molasses.” ! Labor was performed by slaves untill. 
slavery was abolished. Since becoming United 
States territory, production has been greatly stimu- 
lated, having risen from about 60,000 tons in 1897 
to about 450,000 tons at the present time. In 1900 
an agricultural experiment station was established 

1 Tbid., p. 248. 
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oe the supervision of the United States Depart- 
/ ment of Agriculture. From the station are issued 
circulars and bulletins dealing with the proper culti- 
vation of cane, treatment of soils, proper fertilizing, 
eradication of insect pests, etc. An irrigation proj- 
ect for supplying water to the dry southern coastal 
region of the island has also been put into effect. 
Moreover, since the American occupation ‘“‘old 
\. methods of manufacture have been discarded, new 
and improved machinery installed, and railroads for 
,, the transportation of cane have been built.” 

The cane is produced either on estates owned by 
the companies by their own laborers or by the 
‘“‘colono system.’ There are several classes of 
colonos: (1) those who produce cane on their own 
land and finance cultivation expenses themselves; 
(2) those who produce cane on their own lands but 
are financed by the “‘centrals,” as sugar factories in 
Porto Rico and Cuba are termed; (3) those who rent 
land and either finance their crops or are financed by 

| the central; (4) those to whom land is furnished by 
the central, either free of charge or at a nominal 
rental. Some of the colonos who cultivate “central” 
land own farming implements and animals, but more 
frequently the central furnishes the seed, fertilizer, 
agricultural implements, etc., the colono furnishing 
only the labor. Centrals usually contract with the 
colonos to plant a certain number of acres in cane 
for a term of years. Payments are made in cash 
in terms of sugar.2. (See pp. 139-140.) 


1 Thid., p. 249. 
2 Tbid., p. 252. 
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Philippine Islands.—The production of sugar was 
introduced into the Philippine Islands at an early 
date, probably by the Chinese from Formosa. No 
record is extant; but evidence may be drawn from 
the fact that the implements used for crushing the 
cane, including heavy stone rolls mounted on verti- 
cal axles, were the same as those used by the Chinese 
elsewhere. When Magellan discovered the islands 
in 1521, he found the natives already producing 
sugar on a small scale by the crude Chinese methods. 
The industry gradually grew. By 1795, 296,219 
pounds of sugar were exported to the United States. 
By 1854 the total production was about 40,000 tons. 

The Philippine Islands have been slow to change 
from the crude open-kettle process formerly prevail- 
ing throughout the world. Many old native fac- 
tories still operate; and a large part of the output is 
still ““muscovado” sugar. The cane is cut with a 
“bolo” or cutlass, hauled to the factory on crude 
wooden frames without wheels by ‘‘carabaos”’ or 
water buffaloes, and crushed between stone rolls. 
The juice, treated with air-slaked lime, is boiled 
down in kettles over an open fire and when boiled to 
the point of crystallization is left in bell-shaped 
earthen jars, known as “‘pilons,”’ to cool and drain 
off the molasses, or is placed in wide shallow boxes 
and stirred until it becomes crystallized. Since the 
beginning of the present century, however, modern 
factories have been erected for producing centrifugal 
sugar and are gradually superseding the primitive 
methods. By 1914, 15 such factories were in opera- 
tion. More than 400,000 acres of land are now 
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devoted to sugar cane, and the acreage of land still 
available is at least equal to that now planted to 
cane. With the progress of modern methods and the 
increase in acreage, there is, therefore, the prospect 
of a very considerable increase in the output of sugar 
from the Philippine Islands. 

The Philippine Islands constitute the only region 
contributing any considerable amount of sugar to the 
United States from which the Tariff Commission has 
not collected cost data. However, the fact that a 
considerable portion of the annual output is shipped 
to other countries than the United States indicates 
that the cost of production must be low. Philippine 
sugar is admitted free to the United States and 
therefore, like Hawaiian and Porto Rico sugar, can 
command, after allowing for transportation differ- 
entials, an “‘f.o.b. mill” price higher by the amount 
of the duty than that of foreign sugars, when sold in 
the American market. But when sold in other 
markets it competes on equal terms. The fact that 
it is able year after year to meet such competition 
from all sources indicates that its cost of production 
is low. (See Appendix G, p. 293.) 

Virgin Islands.—St. Croix, St. Thomas, and St. 
John, which constitute the Virgin Islands, were 
acquired by the United States from Denmark in 
1917. They furnish a small portion of the sugar 
consumed in the United States, the total output of 
the islands in 1921-22 being 5,000 tons. Because 
of their small area, altogether about 132 square 
miles, their contribution must always remain incon- 
siderable. 
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Cuba.—Sugars from all the regions specified above 
may be moved between any two points in United 
States territory without payment of duty, and 
hence in a tariff discussion may be treated as domes- 
tic sugars. The only foreign region that needs to be 
considered in this connection is Cuba. Because of 
the Cuban preferential rate allowed by the United 
States on Cuban imports, the quantity of sugar 
received from other sources may be regarded as 
negligible. Such problems of protection as the 
sugar industry presents have reference to the com- 
petition between domestic and Cuban producers. 
Hence, in connection with the growth and impor- 
tance of the domestic industry, a few words should 
be said about the growth and importance of the 
sugar industry of Cuba. 

The sugar industry in Cuba dates back to the 
early years of the sixteenth century. In its early 
history it was developed by slave labor. In 1713 
England formally agreed to furnish Spain with 
144,000 negroes, delivering them in her Antillean 
colonies; and most of these were used in the sugar 
industry.!. Slavery was abolished in 1878; and the 
cultivation of the cane by slave labor under the 
direct management of the factories or “‘centrals” 
gave place to an independent colono system similar 
to that of Porto Rico. 

Sugar production increased rapidly after 1878. It 
received a temporary setback from the revolution. of 
1896 but forged ahead after Cuban indeperidence 


1The Cane Sugar Industry: U. 8. Dept. Comm. Mise. Ser. 53, 
p. 354, 1917. 
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was secured in 1898. In that year the output was 
347,000 tons. In 1903 a reciprocity treaty was 
negotiated granting Cuba a preferential tariff rate, 
20 per cent less than the full duty, on all Cuban 
products exported to the United States. As~-with 
the-Hawaian_reeiprocity_treaty, this concession—so 
long as full-duty sugars continued to be imported in 
considerable quantities—operated rather as a bonus 
to Cuban producers than as a benefit to American 
consumers and therefore greatly stimulated pro- 
duction in Cuba. By 1914, at the outbreak of the 
World War, the Cuban output had reached about 
2,900,000 tons. American investment in the Cuban 
sugar industry began before the war, but after 1914 
it increased at an unprecedented rate. By 1921, of the 
total output of nearly 4,500,000 tons 53 per cent was 
from establishments under direct American control. 

A significant feature of the recent development of 
the Cuban sugar industry is that it has taken place 
in the eastern part of the island. While there is still 
excellent land in the western portion, the long period 
of cultivation has somewhat diminished its fertility. 
The eastern portion is virgin land and until recently 
has been jungle. It requires considerable initial 
investment to fit this land for cultivation, but once 
the investment has been made the land is extremely 
fertile and yields large crops at a low cost. It is to 
the eastern portion of the island that the reeent 
heavy American investment has been chiefly directed. 
Cuba now leads the world in sugar production and is 
capable of greatly increasing its output for many 
years to come. 
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Ill. GROWTH OF THE DOMESTIC BEET-SUGAR INDUSTRY 


In 1838 Edward Lee Church, with the aid of one 
Isnard, who had assisted Napoleon in introducing 
beet-sugar manufacture into France, established a 
beet-sugar manufactory in Northampton, Mass. 
This was the first beet-sugar factory in America. 
The experiment was not financially successful and 
was followed by several other attempts which were 
also unsuccessful. It was not until 1870, when 
E. H. Dyer erected a beet-sugar factory at Alvarado, 
Calif., that the business of extracting sugar from the 
beet was made a financial success. Since that time 
the industry has grown; and, in 1921, 23 per cent of 
our entire domestic consumption of sugar was 
derived from beets grown in the United States. In 
1922, however, there was a decided falling off. 

The government has encouraged the  beet-sugar 
industry. The domestic beet-sugar industry, like 
the domestic cane-sugar industry, has always received 
from the government the indirect encouragement of 
a protective tariff. The beet-sugar industry has, in 
addition, received much direct government encour- 
agement both National and State. As early as 1879 
Dr. William McMurtrie, chemist, United States 
Department of Agriculture, mapped out a theoreti- 
cal beet-sugar area in the eastern portion of the 
United States. This work was continued and 
enlarged by Dr. Harvey W. Wiley, chief of the 
Bureau of Chemistry of the Department of Agricul- 
ture. Under his supervision experiments were con- 
ducted for five years by thousands of farmers in 
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various localities; beets were shipped and analyzed, 
and from results obtained a map was constructed 
showing the theoretical beet-sugar area of the 
United States. He also succeeded in producing 
high-grade sugar-beet seed in Nebraska and for 
thirty years advocated the culture of sugar beets. 
James Wilson, who was Secretary of Agriculture 
from 1897 to 1913, was influential in enlisting the 
interest of capitalists in the beet-sugar industry. 
In the sixteen years during which he was Secretary, 
$80,000,000 was invested in the erection of 76 beet- 
sugar factories.! Legislation granting bounties to 
the sugar industry was adopted in Idaho, Kansas, 
Minnesota,? Michigan,? Nebraska, and New York; 
and for several years Iowa exempted the property 
of sugar manufacturers from taxation. ‘These boun- 
ties and exemptions were all for brief periods; none 
of them is now in force.® 

The beet-sugar industry flourishes to a greater or 
less extent in no less than 16 States, but in several 
of them is of minor importance. For the purpose of 
tariff discussion the industry may better be segre- 
gated by regions than by States—the Pacific region, 
comprising California and Washington; the moun- 
tain region, comprising Colorado, Utah, Idaho, 
Montana, Nevada, and Wyoming; and the eastern 
region, comprising Michigan, Ohio, Wisconsin, 
Minnesota, Iowa, Indiana, Illinois, and Nebraska. 


1 Concerning Sugar, C 16, 1922. 

2 Declared unconstitutional. 

’ Report on the Beet-Sugar Industry in the United States: Federal 
Trade Commission, p. 14, 1917. 
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The industry, as will be shown later, is unequally 
dependent upon the tariff in these regions. Costs 
of production are higher in the eastern than in 
either the mountain or Pacific region; and hence a 
rate of duty sufficient for the two last might not 
be sufficient for the eastern. 


IV. CAPITAL AND LABOR IN THE DOMESTIC AND CUBAN 
SUGAR INDUSTRIES 


The capital investment in the domestic industry 
is nearly $1,000,000,000. Of this amount more 
than three-fourths represents the investment of the 
domestic producers in the beet-sugar industry in the 
continental United States and in the cane-sugar 
industry in Louisiana and Texas, in Porto Rico, and 
in the Hawaiian, Philippine, and Virgin Islands. 
The remainder represents the investment in the 
seaboard refineries. About three-fourths of a billion 
dollars of American capital is invested in the Cuban 
sugar industry. The domestic producers in the 
United States employ about 278,000 laborers, and 
the seaboard refiners about 21,000. The estimates 
by regions and the sources on which these estimates 
are based are as follows: 

Census figures (1919) account for nearly half a 
billion dollars invested and 42,000 persons employed 
in sugar factories and refineries in the Continental 
United States. The most authoritative figures relat- 
ing to investment and labor in the domestic sugar 
industry are those of the United States Census, 
though even these figures must be accepted only as 
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an approximation. From them it appears that for 
the year 1919 the refineries showed a capital invest- 
ment of about $193,000,000 in 20 establishments, 
giving employment to about 21,000 persons and 
turning out products to the value of about $731,- 
000,000; the beet-sugar factories showed a capital 
investment of about $225,000,000 in 85 establish- 
ments, giving employment to about 14,000 persons 
and turning out products to the value of about 
$149,000,000; and the cane-sugar factories (practi- 
cally all in Louisiana and Texas) showed a capital 
investment of about $55,000,000 in 202 establish- 
ments, giving employment to about 7,000 persons 
and turning out products to the value of about 
$58,000,000. The census figures are reproduced in 
full in Table IT. 

The figures of the census apply only to the manu- 
facturing and refining branches of the industry in 
the continental United States. They do not include 
data for the agricultural end of the industry in the 
continental United States, nor any data whatever 
for the insular dependencies. They are, however, 
the best now available so far as they go. The fol- 
lowing figures covering the manufacturing and 
agricultural phases of the industry in all regions of 
domestic production are more comprehensive, but 
most of them are only rough estimates. The 
Tariff Commission is now collecting data which, 
when available, will afford much more reliable 
figures. 

Louisiana and Texas account for $142,000,000 
capital and 55,000 persons. The following is an 
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estimate of the magnitude of investment in the 
Louisiana sugar industry made by Joe B. Chaffe:! 


600,000 acres under plow at $125 per acre. $75,000,000 
189 sugar factories (1914 census report). 33,000,000 


Railroad equipment, .- <2).o6- 7 eee 3,500,000 
48,000 mules at '$1500) 22 40s eee 7,200,000 
Implements, wagons, harness.......... 1,300,000 

Total. -. aero toner pe) eee $120,000,000 


On the basis of 80 men to 1,000 acres and the 
7,000 persons in the factories the total number of 
employees in the sugar industry would be 55,000. 

Mr. Chaffe bases his estimate of the value of the 
sugar factories on the census of 1914. The 1919 
figures, which have appeared since the estimate was 
made, are 202 factories valued at $55,000,000. 
Accepting the other items and making allowance for 
the increased value of the factories, Mr. Chaffe’s 
estimate would become $142,000,000. 

The beet-sugar industry in the continental United 
States accounts for $305,000,000 capital and 74,000 
persons. As shown in Table II, the census figures 
for 1919 place the value of the beet-sugar factories 
at $225,000,000. The United States Department 
of Agriculture places the acreage planted to beets 
in 1922 at 606,000 acres.2, In the Monthly Crop 
Reporter for March, 1920, is given the average value 
of ‘‘good plow lands” in the several states of the 
Union. On the basis of this estimate the total value 


1Chaffe, J. B., Sen. Com. Finance Hearings, 67th Cong., 2d 
sess., p. 2308, 1922. 
2 Weekly Statistical Sugar Trade Journal, p. 553, Nov. 16, 1922. 
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of the lands devoted to the cultivation of sugar 
beets would be $70,540,000.1 It is believed that 
this estimate is conservative, as it is generally esti- 
mated that the value of beet lands averages con- 
siderably above that of the ‘‘good plow lands’ of 
the Monthly Crop Reporter. Some would increase 
the above estimate by as much as 50 per cent. 
Moreover, the acreage devoted to the cultivation of 
the sugar beet in 1922 was considerably less than 
that of preceding years. The acreage for 1921 was 
882,400, and for the years 1916-20 the average was 
826,700. Exceptional conditions caused the small 
acreage of 1922. A substantial increase is predicted 
for 1923.2. A conservative estimate of the value of 
animals, tools, machinery, and buildings invested in 


1 The figures on which the above estimate is based are as follows: 


EstimMaTep VALUE oF Beret LANDS IN THE UNITED STaTeEs 


““Good plow Acreage, 
State laeas car were 1922 Total value 
BURNS Pe ler ey Sein § alins sieves. $132 31,400 $ 4,093,000 
De AES Gi eee ae nee 80 95,400 7,632,000 
SON EPIEATERETD ght 2) sala) 6's. >:.5: Bass 125 17,800 2,225,000 
DESUCABECA stewie alee ose creas 150 54,000 8,100,000 
TS Ft ees Ee ee 88 165,200 14,539,000 
MMM ee cle Fk gia id iors tars nisi s 135 79,900 10,793,000 
EEN e tote tai sayin a eeie soo siecee: = 135 33,200 4,481,000 
PEE EIT RUS st'vleieic eve pais oa aie 175 62,200 10,886,000 
539,100 $62,749,000 


$62,749,000 multiplied by the ratio of 606,000 acres to 539,100 
= $70,540,000. ¥ 


2 An estimate by the Department of Agriculture places the acre- 
age at 651,000. 
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the production of sugar beets would be $10,000,000. 
The number of persons engaged in producing sugar 
beets may be estimated at 60,000. Table II shows 
the number of persons engaged in the manufacture 
of beet sugar to be 14,189. Hence the total number 
of persons engaged in the beet-sugar industry is not 
less than 74,189. 

The Hawaiian Islands account for $154,000,000 
and 42,000 persons. Figures furnished by Royal 
D. Mead, representing the Hawaiian interests in 
Washington, show the total investment in the sugar 
industry in Hawaii to be $153,796,823 and the total 
number of laborers employed 42,333. On the basis 
of the apportionment in Louisiana between factory 
and agricultural labor, 36,935 would be agricultural 
laborers and 5,388 factory laborers. Figures fur- 
nished by the United States Tariff Commission 
show that, of the total investment, about 15.6 per 
cent is factory investment and 84.4 per cent is 
plantation investment. Hence the factory invest- 
ment in the Hawaiian Islands may be estimated at 
about $24,000,000 and the plantation investment at 
about $130,000,000. 

Porto Rico accounts for $60,000,000 capital and 
87,000 persons. In his brief submitted to the 
Senate Committee on Finance in 1922, Henry A. 
Rubino, representing the American Sugar interests 
in Cuba, estimated the total value of the sugar 
properties in Porto Rico at $60,000,000.1 On the 
basis of the ratio of factory to plantation investment 


1 Rubino, H. A., Sen. Com. Finance Hearings, 67th Cong., 2d sess., 
p. 2196, 1922. 
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”) 


given in ‘‘The Cane Sugar Industry,” ! the factory 
investment may be assumed to be $27,400,000 and 
plantation and other investment $32,600,000. 

In the same report ? the total number of persons 
employed in the sugar industry is given as 87,648, 
of whom 3,491 were in the factories and the remain- 
der, 84,152, in agricultural operations. 

The Philippine and Virgin Islands account for 
$72,200,000 capital and 20,000 persons. Mr. 
Rubino’s estimate of the total investment for the 
Philippine Islands is $71,200,000. Applying to the 
Philippine Islands the ratios for factory investment, 
plantation investment, and number of laborers that 
were used in the Hawaiian Islands, the factory 
investment would be $11,100,000, the plantation 
investment $60,100,000, and the number of laborers 
18,540, of whom 2,485 would be factory laborers and 
16,055 plantation laborers. (See Appendix G, p. 293.) 

On the basis of a general similarity of conditions 
between the Virgin Islands and Porto Rico, the 
factory investment in the Virgin Islands may be 
estimated at $518,000, the plantation investment 
at $511,000, the number of factory laborers at 60, 
and the number of plantation laborers at 1,400. 

Cuba.—In his brief submitted to the Senate Com- 
mittee on Finance in 1922, Henry A. Rubino, repre- 
senting the American sugar interests in Cuba, 
included the following estimate :* 


1The Cane Sugar Industry: U. 8S. Dept. Comm. Mise. Ser. 53, 
p. 285, 1917. 

2Tdem, p. 246. 

3 Rubino, H. A., ibid. 
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Sugar mills and estates owned by Amer- 

icand \5 sk eee eer $ 621,219,766 
Sugar estates controlled by Americans 

by reason of their being financed by 

Americans |... .2...2. 420) 22ceReeee 125,000,000 
American investments in Cuba depend- 

ent entirely upon the sugar business.. 156,250,000 
Amounts due Americans for machinery, 

merchandise, and supplies, secured in 

part by equipment trusts, ete....... 128,600,000 


Totals. 2.22.22... 8 $1,031,069,766 


Mr. Rubino’s estimate includes both plantation 
and factory investment, between which, so far as 
tariff questions are concerned, a distinction may be 
drawn. Moreover, he includes, in his Cuban total 
of $1,031,069,766, investments by Americans who 
are more or less directly associated with the sugar 
industry in Cuba but who are not direct owners. 
Undoubtedly many such investments are associated 
with the domestic industry, perhaps relatively as 
many and as great as in the Cuban industry. The 
magnitude of such investments, however, is unknown, 
and hence they will not be included in the compari- 
son made in this study. The first two items, 
amounting to $746,219,766, may be fairly used in 
the comparison as representing direct investment of 
American capital in Cuba. 

Estimates Tabulated.—The foregoing estimates are 
shown in Table III (p. 57). 
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V. BEARING ON THE TARIFF OF THE FACTS BROUGHT 
OUT IN CHAPTER II 


The progress of discovery and invention and the 
opening of new fields to cultivation tend to obscure 
the effect of tariff changes. Other things being 
equal, an increase in the rate of duty should nor- 
mally be followed by an increase in price. But 
steady progress in the directions just referred to 
tends to lower the cost of production and hence 
ultimately to lower the price. As will be shown in 
Chapter VI, there had been for the 30 years preced- 
ing the war a general downward trend in real prices 
(see p. 158), even in years following an increase in 
the rate of duty. Advocates of protection some- 
times point to this circumstance as evidence that an 
increase in duty does not increase the price. The 
point to be made here is that it tends to increase the 
price but that the tendency may be overcome by 
improvements in processes and the opening of new 
fields. 

The crude methods of production referred to as 
still prevailing in the Philippine Islands suggest the 
possibility of a considerable increase in output from 
this region as they give way to more modern methods 
and an improved organization. Sugar is admitted 
free of duty from the Philippine Islands, and hence 
an increasing supply from this source will tend to 
neutralize any effect upon price which would nor- 
mally be brought about by an increase in the duty 
on foreign sugar. 

This chapter shows that the sugar industry has 
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grown to large proportions both in Cuba and in 
United States territory. How important are the 
interests concerned in the domestic industry may be 
judged from the estimate given in Table III. The 
American interests in Cuba and the refining inter- 
ests are hardly less important. The domestic pro- 
ducers are to a considerable extent dependent upon 
the tariff and are benefited in proportion as the duty 
is high, while the Cuban and refining interests suffer 
from any increase in duty. For them the lower the 
duty the better. Some of the refiners, however, 
have ‘‘hedged.”’ Under the Havemeyer manage- 
ment it became the policy of the American Sugar 
Refining Company to acquire an interest in the 
domestic beet-sugar industry. By this policy, if a 
high duty were imposed on sugar it would stand to 
gain on its beet-sugar holdings; while should the 
duty be lowered or removed it would be benefited 
in its refining business. In its annual report for 
1920 the American Sugar Refining Company lists 
holdings of shares in beet-sugar companies to a total 
value of $16,461,900, or 7.3 per cent of the total 
investment in the beet-sugar industry. 

The existence of these great conflicting interests 
is an argument for caution before making radical 
changes in the sugar tariff. Inconsiderate action 
either in raising or lowering the rate is likely to have 
far-reaching effects. 

In estimating the injury that would be brought 
upon producers by violent changes in the rate of 
duty, a distinction should be drawn between the 
agricultural and manufacturing phases of the indus- 
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try. Much of the plant and machinery of the 
factories is of the nature of fixed capital. It must 
be used for the manufacture of sugar or not at all. 
Were the factories obliged to discontinue operations 
the capital invested in them would be practically a 
complete loss. The land, however, and much of the 
agricultural equipment would be as serviceable for 
other crops as for sugar. ‘This is particularly true 
of beet lands. Indeed, even under existing condi- 
tions, the beet-sugar factories have some difficulty 
in inducing the farmers to grow beets, indicating 
that in the estimation of the farmers themselves 
other crops are at least as profitable. The transi- 
tion from cane growing to other crops would be 
more difficult. Substitute crops are a serious prob- 
lem on much of the Louisiana land; and any sudden 
abandonment of cane growing in such approximately 
“‘one-crop”’ countries as Cuba and the Hawaiian 
Islands, where the whole economic life of the people 
centers around the sugar industry, would be little 
short of disastrous. 

In regard to labor, practically none of it at the 
agricultural end and very little of it at the manu- 
facturing end is so highly specialized as to be seri- 
ously affected by the abandonment of the industry. 
Indeed, labor in the beet fields, seasonal in char- 
acter, recruited and shipped from distant regions, 
and involving the employment of mothers and small 
children is such as to raise serious question as to 
the social value of the industry which fosters it. 


CHAPTER III 


PRODUCTION, CONSUMPTION, IMPORTS, 
EXPORTS, AND REVENUE * 


In this chapter is presented a mass of significant 
statistical data relating to sugar. The material 
covers: I. World production. II. Domestic con- 
sumption. III. Domestic and Cuban production. 
IV. Imports. V. Exports. VI. Revenue yielded to 
the United States. 


I. WORLD PRODUCTION 


The annual world production of sugar at the out- 
break of the war had reached a total of 20,648,855 
tons, of which 10,977,720 tons, or 53.2 per cent, were 
cane sugar, and 9,671,135 tons, or 46.8 per cent, were 
beet sugar.' The war greatly reduced this total, 
the low ebb being reached in 1919-20. In that year 
only 17,024,449 tons were produced, of which 
13,373,943 tons, or 78.6 per cent, were cane sugar, 
and 3,650,506 tons, or 21.4 per cent, were beet sugar.” 
Thus the cane-sugar production increased; but the 
increase was more than offset by the falling off in 
beet-sugar production, the net result being a decrease 

* The ‘“‘ton”’ in this study is the short ton of 2,000 pounds. 

1 Weekly Statistical Sugar Trade Journal, p. 19, Jan. 11, 1923. 
(Figures reduced to tons of 2,000 pounds.) 


2 Tdem. 
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of 3,624,406 tons in the total world output. From 
being nearly one-half of the total, beet-sugar pro- 
duction fell to only about one-fifth. 

The great falling off in beet-sugar production was 
due to the fact that Europe, the focus of the World 
War, was also the center of the beet-sugar industry. 
In 1913-14 Germany produced 2,932,089 tons. By 
1919-20 her production had fallen to 828,294 tons. 
A similar comparison for Austria-Hungary shows 
1,884,599 tons in 1913-14 as against 566,644 tons in 
1919-20 (Austria, Hungary, Czecho-Slovakia); for 
Russia, 1,890,335 tons as against 244,498 tons 
(Russia and Ukraine); for France, 803,488 tons as 
against 172,977 tons. 

Since 1919-20 the world output has steadily 
increased, the production for 1922-23 being esti- 
mated at 20,206,407 tons, of which 14,404,473 tons, 
or 71.3 per cent, are cane sugar, and 5,801,934 tons, 
or 28.2 per cent, are beet sugar.? It will be seen that 
cane-sugar production remains considerably above 
the pre-war level, and that beet-sugar production is 
rapidly improving but has not yet recovered suffi- 
ciently to bring the total up to the pre-war level. 

The falling off in beet-sugar production stimulated 
the production of cane sugar, especially in Cuba. 
Cuba produced 2,909,460 tons in 1913-14, 4,177,686 
tons in 1919-20, an increase of about 44 per cent; 
and 4,475,953 tons in 1921-22, an increase above the 
pre-war level of about 54 per cent. Even before 


Weekly Statistical Sugar Trade Journal, p. 19, Jan. 11, 1923. 
(Figures reduced to tons of 2,000 pounds.) 
2 Idem. 
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the war, production in Cuba was increasing rapidly, 
stimulated by the reciprocity treaty of 1903 and the 
consequent heavy investment of American capital 
in the Cuban sugar industry. Production increased 
from 1,302,849 tons in 1904-05 to 2,909,460 tons in 
1913-14, or 123.3 per cent. Of the total Cuban 
output in 1921, it is estimated that 53 per cent 
came from centrals controlled by American capital. 
(For table showing world production since 1913, see 
Appendix B.) 

The peculiar relation in which Cuba stands to 
the United States as a result of the Spanish War, 
the treaty of 1903, and the investment of American 
capital in her chief industry have an important 
bearing on the tariff problem. (See pp. 219-220.) 


Il. DOMESTIC CONSUMPTION 


The absolute and per capita consumption of sugar 
in the United States has increased rapidly during 
the last fifty years. Of the total world production 
the United States in 1922 consumed about 29 per 
cent. The proportion has not changed much in the 
last fifty years. It averaged 20.6 per cent for the 
five-year period 1865-69, reached 27.9 per cent in the 
period 1890-94, but had again fallen to about its 
former level (20.8 per cent) by the period 1910-14, 
and is now increasing. During the same half cen- 
tury, however, the absolute increase in United 
States consumption has been very great. “From an 
annual consumption of about 500,000 tons at the 
close of the Civil War, the increase has been rapid 
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and continuous to the present time; for the year 
1922 it is estimated at 5,703,889 tons, an elevenfold 
increase. This great increase in consumption is, of 
course, due in part to the increase of population, but 
it is also due—and this is more significant—to a 
growing reliance on sugar as an article of diet. In 
the period just referred to, the per capita consump- 
tion in the United States increased from 18.2 to 
103.2 pounds.! This increase in sugar consumption 
is not confined to the United States; to a greater or 
less extent it is world-wide. Nor does it appear to 
have reached its limit; on the contrary, present 
indications are that for many years a strong and 
growing demand will maintain a price which will 
stimulate domestic industry and still permit large 
importations from Cuba, even over a considerable 
tariff. 

The United States supply of sugar is derwed in 
about equal proportions from domestic sources and 
from Cuba. Our present sugar consumption of 
about 5,400,000 tons is derived from foreign and 
domestic sources in about equal proportions. The 
only important foreign source of sugar is Cuba. 
Formerly we imported sugar in large quantities not 
only from Cuba but also from Java, from Germany, 
and from other countries. But the preferential rate 
given to Cuba by the treaty of 1903 was sufficient 
virtually to shut out sugars coming from other 
foreign sources, except in so far as they might be 
imported for refining and reexported with benefit of 


1The consumption fell off in 1923 to 5,354,366 tons, or 95.6 
pounds per capita. 
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drawback. (See footnote, p. 78.) As stated, the 
domestic sources are, for cane sugar, Louisiana and 
Texas, Hawaii, Porto Rico, the Philippine Islands, 
and the Virgin Islands; and for beet sugar, some 
16 States, the most important of which are Michigan, 
Colorado, Utah, Idaho, and California. Table IV 
shows for recent years the contributions of all 
regions, foreign and domestic, towards the total 
consumption. (See Appendix G, p. 293.) 

TABLE IV.—Sources anp QUANTITIES OF SUGAR CONSUMED IN 


THE UNITED STATES FoR YEARS 1921, 1922, anv 1923, IN 
Terms or REFINED SuGarR * 


1923 1922 1921 
Regions | r 

Tons es Tons Fer Tons hd 

cent cent cent 

Louisiana and Texas......| 241,475) 4.5 305,728] 5.4 305,506) 6.6 

United States, beet.......] 985,520) 18.4 |1,005,344|) 17.6 |1,060,614| 23.1 

(oS he ee ee 515,031; 9.6 516,869} 9.1 540,201) 11.7 

PM ARETYY RSTATOG 6 cule ces eo LDC alae son 5,304; 0.1 5,790} O.1 

POPE RLEOCR. Cy. 95.02.5880) ewe 281,363) 5.3 348,511| 6.1 418,613] 9.1 

Philippine Islands........ 221,677| 4.2 240,183) 4.2 | 146,908) 3.2 
Sugars from foreign molas- 

ses, U. S. maple, etc.... Zi BeA| e011) 5% 2,660} 0.0 2,547) 0.1 

Total domestic. ...... |2,248,986| 42.0 |2,424,599] 42.5 |2,480,179| 53.9 

[TLE ggg Uae cae SA ee 2,966,010, 55.4 |3,237,440) 56.8 |2,090,091} 45.5 

Other foreign full duty....| 139,370) 2.6 41,850) 0.7 29,937) 0.6 

Total foreign.........|3,105,380} 58.0 |3,279,290| 57.5 |2,120,028| 46.1 

Grand total. ...... 5,354,366/100.0 |5,703,889|100.0 |4,600,207|100.0 


* Weekly Statistical Sugar Trade Journal, p. 15, Jan. 11, 1923. Figures 
reduced to tons of 2,000 pounds. 


Roughly speaking, it will be seen that a little less 
than half of the average total consumption from 
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1921 to 1923 was derived from domestic sources. 
The proportion was only about one-third in 1920. 
It increased to over one-half in 1921 but fell back 
to about two-fifths in 1923. Of the sources of 
domestic supply, the beet-sugar industry is the 
most important, ranging from 17 to 23 per cent for 
the three years. Following in order of magnitude 
are Hawaii, Porto Rico, Louisiana and Texas, and 
the Philippine Islands, averaging for the three years 
10 per cent, 6.7 per cent, 5.5 per cent, and 3.9 per 
cent respectively. 

The figures in Table IV (p. 65) have, of course, 
a relation to the figures for domestic production, 
imports, and exports, but considerable adjustment 
is necessary before the two sets of data will check. 
In the first place, all the figures for consumption are 
in terms of refined sugar and therefore, except in 
the case of domestic beet and some Louisiana sugar, 
are not the same as would be derived from produc- 
tion and import statistics. The latter data refer in 
general to raw sugar, of which it takes roughly 107 
pounds to produce 100 pounds of refined sugar. 
Moreover, import statistics include sugar imported 
for the purpose of being further manufactured for 
reexport. This is an important business. In 1921 
drawback was allowed on 557,856 tons of sugar. 
The greater part of these reexports are in the form 
of refined sugar, but numerous other items, such as 
confectionery, condensed milk, canned fruits, chew- 
ing gum, and other articles, come in for a part of the 
drawback based on their sugar content. Again, not 
all of the domestic output is domestically consumed. 
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A considerable portion of the Philippine output is 
exported to countries other than the United States. 
Finally, statistics for production are based on the 
crop year, which includes part of two calender years. 
For example, the beet-sugar production for 1921-22 
refers to the crop which was grown in 1921 and con- 
verted into sugar in the last months of 1921 and the 
first months of 1922. A part of this crop would be 
included in the consumption data for 1921, but the 
greater part in the consumption data of 1922. For 
the above reasons consumption can not be directly 
inferred from production, import, and export figures. 

The growth of the domestic industry in the several 
regions of production, both absolute and relative to the 
total consumption, is shown in Table V (pp. 68-69). 
The striking facts shown by the table are: (1) The 
great increase in total consumption, both absolute 
and per capita. Since 1890 the absolute consumption 
has increased to nearly three and a half times the 
tonnage of 1890, and the per capita consumption 
has nearly doubled. (2) The increase in the pro- 
portion of the total consumption derived from. 
domestic sources from about 25 per cent to about 
50 per cent. (3) The declining importance as a 
factor in total consumption of full-duty sugar after 
1903, when a preferential rate of 20 per cent less than 
the full duty was given to Cuba. Previous to 1903 
foreign sugar from sources other than Cuba on sev- 
eral occasions exceeded 50 per cent of the total 
domestic consumption. After 1903 it” rapidly 
declined and in recent years, except for the abnormal 
year 1920, it may be regarded as of negligible impor- 
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tance. (4) The increase in the importance of domes- 
tic beet sugar in the total consumption from only 
about two-thirds of 1 per cent to about 20 per cent, 
and also its increasing importance as compared with 
other sources of domestic supply. 

It will be noted that the increasing importance of 
domestic sugar in the total consumption is due 
chiefly to beet sugar. Continental cane sugar 
(Louisiana and Texas) shows a decided decline. 
Philippine Island sugar, while fluctuating greatly, 
shows no marked tendency either to increase or 
decline. Even Hawaiian and Porto Rico sugars 
show in recent years percentages less than their 
maxima. This decrease in the relative importance 
of Porto Rico and the Hawaiian Islands is not to be 
interpreted as indicating a tendency to decline in 
absolute tonnage output. It rather indicates that 
they have about reached their limits, and that, 
while the absolute output may remain approxi- 
mately constant, their relative importance in a 
constantly increasing total consumption must show 
a tendency to decline. 

Since 1890 no rate of duty has been so low as to 
prevent steady growth of the domestic industry. Dur- 
ing the last thirty years several tariff revisions 
have been made. The duty on sugar has been 
raised in some acts and lowered in others. The 
facts brought out by Table V are conclusive evi- 
dence that, while the domestic industry may have 
been more stimulated under some acts than others, 
under no act has the rate been so low as seriously to 
retard its steady forward march. 
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Percentages of Total Consumption under Specific 
Acts.—Under the bounty of 2 cents per pound 
granted to domestic sugar in the Act of 1890 the 
average percentage of domestic sugar in total con- 
sumption was 26.8; under the Act of 1894, imposing 
a duty of 40 per cent (about 0.8 of a cent per pound) 
upon foreign sugar, the average percentage was 
27.3; under the Act of 1897 (to 1903), imposing a 
duty of 1.685 cents per pound on foreign sugar, the 
average percentage was 32.7; under the Act of 1897 
(after 1903) and under the Act of 1909, both impos- 
ing a duty on Cuban sugar of 1.348 cents per pound, 
the average percentage was 45.7; under the Act of 
1913, imposing a duty of 1.0048 cents per pound on 
Cuban sugar, the average percentage was 48.1. 

Was the rate under the Act of 1913 sufficient to 
maintain the domestic industry at its highest level of 
relative importance? It is possible that the rate 
1.0048 would have been insufficient to maintain the 
domestic industry permanently at so high a per- 
centage in the total consumption as the above aver- 
age (48.1). It will be noted that after 1917, when 
the domestic percentage touched high-water mark 
(58.94), there was a decline so long as the rate 
1.0048 remained in force (45.63 in 1918, 47.76 in 
1919, 34.20 in 1920). In 1921, the year in which 
the Emergency tariff (1.6 cents per pound on 
Cuban sugar) went into effect, there was a marked 
gain to 53.92 per cent. In the following year (1922) 
there was again a decline to 42.51. In this year the 
Emergency rate remained in effect until September 
22, when the present tariff act went into effect, 
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placing the rate at 1.7648 cents per pound on Cuban 
sugar. During the last three years, however, con- 
ditions in the sugar industry have been so abnormal 
that it would be extremely rash to attribute changes 
in the percentages for the domestic industry to 
changes in the tariff. 

One cause of the great falling off in percentage in 
1920 was the phenomenal importation of full-duty 
sugar in that year. The great rebound in 1921 can 
hardly be attributed directly to the tariff. The 
Emergency Act did not go into effect until May; 
and by that time the domestic and Cuban crops 
were already committed to a pretty definite output. 
As will be shown later, the Emergency Act had no 
appreciable effect either upon imports or prices until 
1922. The percentage given (53.92) might have 
been as high, so far as any direct influence of the 
Emergency Act can be traced, had the rate of 1.0048 
of the Act of 1913 remained in effect. The most 
that can be said is that domestic producers may 
have been somewhat stimulated by the Republican 
victory in 1920 and the anticipation of a higher rate. 


II. TOTAL DOMESTIC AND CUBAN PRODUCTION 


Over 99 per cent of the sugar consumed in the United 
States is derived from the continental United States; 
Porto Rico; the Hawaiian, Philippine, and Virgin 
islands; and Cuba. Table VI shows for recent 
years the total production in the regions which 
together furnish over 99 per cent of the sugar con- 
sumed in the United States. It is to be noted that 
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not all of the sugar referred to in the table is actually 
consumed in the continental United States. Some 
of the Porto Rican, Hawaiian, Virgin Islands, 
Philippine, and Cuban production is consumed 
locally. Some Philippine and Cuban sugar is 
exported direct to countries other than the United 
States; and some Cuban sugar is first imported into 
the United States and later exported as refined 
sugar or as an ingredient of certain manufactures 
containing sugar. On the other hand, a small 
amount of sugar comes from countries not shown in 
the table. Among them are Peru, certain other 
South and Central American countries, and the 
Dominican Republic. Sugar from these countries 
is subject to full duty, and hence comparatively 
little is imported except for reexport. All of the 
beet sugar is refined sugar. Practically all of the 
cane sugar, except a part of the Louisiana output, 
is raw sugar, about 95 per cent of which tests from 
94° to 96° by the polariscope. 

For many years the United States can fill its sugar 
needs from present sources of supply. As previously 
noted, the consumption, both absolute and per 
capita, is rapidly growing and the question arises 
from what sources the United States in the future 
can supply its increasing needs. Of the regions 
mentioned in the table, it is unlikely that Louisiana 
and Texas will greatly increase their output. 
Indeed, production in these States is showing a 
tendency to decrease rather than increase. For the 
five-year period 1905-09 it averaged 349,000 tons, 
for the five-year period 1910-14 it fell to 302,000 
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tons, and for the five-year period 1915-19 it again 
fell to 242,000 tons. The last three years have 
shown a slight average increase to 249,000 tons. 
Because of climatic conditions, the crop fluctuates 
considerably. In 1920-21 it was only 176,000 tons. 
The next year it increased to 328,000 tons but fell 
back to 244,000 tons in 1922-23. It is probable 
that production has about reached its limit in Porto 
Rico and the Hawaiian Islands. Because of their 
small area, no very great increase relatively to the 
total consumption is to be expected from the Virgin 
Islands. 

There are still, however, great possibilities of 
increased production in the Philippine Islands, 
Cuba, and the States producing beet sugar. In 
addition to these sources of supply, promising 
experiments are under way in Florida, where large 
areas haye been acquired by responsible parties for 
the growing of cane and factories are in process of 
erection. It would seem that for many years the 
United States demand can be met from the sources 
mentioned in the table and from Florida, without 
drawing to any considerable extent on other coun- 
tries now supplying small amounts of full-duty 
sugar. 

The Seaboard Refineries —The data so far given in 
in the present chapter refer, with the exception of 
Cuba, to the so-called domestic producers, that is, to 
the producers of raw cane sugar in the continental 
United States and the Hawaiian, Philippine, and 
Virgin islands, and of refined beet sugar in some 
16 States. The great seaboard refiners are also in 
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a sense ‘‘domestic producers,” but they represent a 
different phase of the industry and are not usually 
so classed. In tariff matters, indeed, their interests 
are antithetic to those of the ‘‘domestic producers.” 
They purchase raw cane sugar of domestic or foreign 
origin and convert it into refined sugar. Refined 
sugar, however, is not the only product of the 
refineries. They market also ‘‘soft sugars,” ‘brown 
sugars”? of a grade lower than refined but higher 
than raw, and sugar sirups. 

There are 22 refineries located in cities along the 
Atlantic and Pacific seaboards and in Louisiana and 


Texas. The largest company is the American Sugar | 


Refining Company, which controls seven of the 22 
refineries. In its early history the company was 
itself a consolidation of several companies which had 
previously operated for some years under a “‘trust”’ 
form of organization, popularly known as the “Sugar 
Trust.’”’ The “‘trust’”’ having been declared illegal, 
the constituent companies reorganized as the Ameri- 
can Sugar Refining Company. It is still popularly 
known as the ‘‘sugar trust,’”’ although, as the trust 
form of organization has been abandoned, that 
appellation is no longer in a legal sense correct. 
Moreover, its proportion of the total output is 
declining. 

Output.—With the exception of the beet sugar 
produced in the United States and some of the cane 
sugar produced in Louisiana, all the refined sugar 
consumed in the United States and all that is 
exported from the United States are the product of 
these seaboard refineries. After excluding the beet 
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sugar, the total consumption of refined sugar in the 
United States for the years 1920, 1921, and 1922 
was 3,383,000, 3,302,000, and 4,699,000 tons respect- 
ively. If to these figures be added the exports, the 
total output of the refineries for those years may be 
estimated at 3,845,000, 3,769,000, and 5,617,000 
tons respectively. 

The tariff interest of the seaboard refineries is for 
lower duties or no duty. The seaboard refineries are 
concerned only negatively in the tariff. It is true 
that they enjoy a net protection on their finished 
product, but their large export trade indicates their 
ability to compete in the markets of the world. 
The duty on raw sugar, however, raises the price of 

—their raw material and makes competition with the 
beet-sugar producers in the domestic market more 
difficult. Because of the drawback, it does not so 
seriously interfere with their export trade, though 
even in that it is something of a handicap.!. Their 
interest, therefore, on the whole calls for a reduction 
or removal of the duty on raw sugar. 


IV. IMPORTS 


In 1903 a reciprocity treaty was concluded with 
Cuba, arranging for mutual tariff concessions. 
Cuban sugar was granted a 20 per cent reduction 


1 They lose 1 per cent of the duty paid on raw sugar even in the 
case of the export trade. Allowance must also be made for interest 
on the amount paid in duty from the time of import to the time when 
the drawback is paid, and for the inconvenience to*which they are 
put in the refining process by certain regulations imposed by the 
Treasury in order to show that they are entitled to the drawback. 
See also footnote, p. 78. 
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from the full duty. Previous to 1903 large quanti- 
ties of sugar were imported from various sugar- 
producing countries throughout the world, and such 
importations continued, but in diminishing quanti- 
ties, for several years thereafter. So long as the 
full-duty imports continued in considerable quanti- 
ties they tended to dominate the market, and the 
Cuban producers rather than the American con- 
sumers received the benefit of the tariff concession. 
In this respect the result of the concession was not 
different from that of a previous concession in 1876, 
which granted the free admission of sugar from the 
Hawaiian Islands. 

The possibilities of increased sugar production, 
however, were much greater in Cuba than in the 
Hawaiian Islands; and the large profits resulting 
from the concession so stimulated the production 
in Cuba that competition among the producers for 
the American market gradually reduced the price 
below that at which producers in other regions (who 
were subjected to the full duty) could afford to sell 
in the United States. As under the influence of 
such competition the price of Cuban sugar was 
reduced, it came to dominate the American market 
to the exclusion of all other foreign sugars. The 
benefit of the concession then shifted from the 
Cuban producers to the American consumers. At 
present, except for such imports as are brought in 
for refining or manufacture and reexport with bene- 
fit of drawback, importations of full-duty sugar are 
almost negligible.! 


1 Persons importing sugar for refining or for manufacture into 
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The gradual displacement of full-duty sugar by 
Cuban sugar is shown in the table of imports since 
1890. (See Appendix C, p. 272.) Imports from 
foreign countries and from the Philippine and Virgin 
islands and receipts from Porto Rico and the Ha- 
waiian Islands are shown for the years 1919-22 in- 
elusive in Table VII. Sugars from the Hawaiian 
Islands and Porto Rico are not classed as imports in 
the publications of the Department of Commerce. 
Those from the Philippine and Virgin islands are so 
classed but may nevertheless be regarded as of 
domestic production. All the dutiable sugar is for- 
eign sugar. 

It will be noticed that the imports of foreign sugar 
showed a considerable falling off in 1921 from those 
of 1920 but that in 1922 they greatly increased. In 
fact, the imports of 1922 broke all previous records, 
in spite of the fact that they were subject to a higher 
confectionery, jams, soft drinks, or other products containing sugar 
are allowed a drawback amounting to 99 per cent on the duty paid 
at the time of importation, upon the submission of proof that the 
sugar so imported has been used in the production of articles which 
were subsequently exported. Except for the small difference 
between 1 per cent of the full duty and 1 per cent of the Cuban duty, 
and the difference between the interest on the full duty and the 
interest on the Cuban duty during the time between payment of 
duty and the receipt of the drawback, it makes no difference to such 
importers whether they import full-duty or Cuban sugars. A slight 
concession in price may lead them to import the former. Hence, 
considerable quantities of full-duty sugar are annually imported 
for the purpose of refining or manufacture and reexport. In 1920, 
owing to exceptional conditions, considerable full-duty sugar was 
also imported for consumption. In that year imports of full-duty 
sugar amounted to 25.5 per cent of the total dutiable sugar imports, 
in 1919, to only 1.9 per cent; in 1921, to 7.9 per cent; and in 1922, 
to 6.9 per cent. (See Table VII.) 
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TABLE VII.—Imports or SuGAr* rroM ForeEIGN COUNTRIES INTO, 


Region 


Dutiable 
Cane sugar: 


Dominican Republic 
Dutch East Indies. 


Free of duty 
Cane: 
Hawaiian Islands. . 
Philippine Islands. . 
Porto Ricos . mene 


UNITED STATES 


1922 1921 
Thou- Thou- | Thou- 

Per Per 
sand Ber sand sand ee 
tons iS dollars tons 
4,527 | 98.8 | 227,257 | 2,590 | 92.1 

2 79 129 4.6 
17 0.6 
sone os re! 5 0.2 
5 Ont 270 6 Oz 
21 0.5 2,831 12 0.4 
9 ON2 558 8 0.3 
3 0.1 211 10 0.4 
13 0.3 819 35 cases 
4,580 232,025 | 2,812 
None None 
4,580 |100.0 | 232,025 | 2,812 |100.0 
568 46,915 541 
Pali 19,299 165 
360 31,131 469 
4 581 6 
1,209 97,926 | 1,181 
*Commerce and Navigation, 1921-22, U. S. Bur, 
7 Virtually all of the sugar shown in the table is raw and 
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AND RECEIPTS OF SUGAR FROM THE INSULAR POSSESSIONS BY, THE 


For 1919-22 f 


} 1920 1919 

| 
Thou- | Thou- Thou- | Thou- | Thou- 

Per Per | 

sand sand sand sand |! sand 
dollars tons Sent dollars tons cent dollars 
194,157 | 2,881 74.5 | 668,902 | 3,343 98.1 | 373,706 
9,310 92 2.4 24,682 4 0.1 706 
4,579 273 7.0 86,668 15 0.4 1,656 
330 2 0.0 599 4 0.1 486 
467 8 0.2 2,028 8 0.2 1,332 
2,343 31 0.8 9,932 10 0.3 2,442 
742 9 0.2 2,064 ee ty Eas 2 36 
1,248 104 Pei 24,201 8 0.2 981 
4,121 455 11.7 | 143,074 20 0.6 2,497 
217,297 | 3,855 ee. 962,150 | 3,412 eee 383,842 
1 18 0.5 6,402 none 

217,298 | 3,873 | 100.0 | 968,552 | 3,412 | 100.0 | 383,842 


47,005 | 550 | .... |188,712| 579 | .... | 76,306 
17,440| 146 | .... | 42,417 ia ee 7,941 
eeeereeaia | ....-1 110,732] 364 | ..., | -52,788 

550 a 4,220 tie 1,388 
113,532 | 1,122 | .... | 325,081) 1,041 | .... | 138,418 


Foreign and Domestic Commerce, Dept. Comm., 1923. 
about 95 per cent of it tests from 94° to 96° by the polariscope. 
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rate of duty than had been imposed upon sugar 
under any act since the Act of 1883.1 It will 
further be noted that over 93 per cent of the enor- 
mous imports of 1922 were derived from Cuba, and 
that imports of beet sugar, formerly important, had 
become insignificant. The total for 1923 was 
3,854,457 tons, a drop of nearly 16 per cent from 
the total of 1922. 


V. EXPORTS 


Exports consist of refined sugar of foreign origin. 
The Philippine Islands export a considerable quantity 
of raw sugar to countries other than the United 
States. With this exception no raw sugar, whether 
of domestic or foreign origin, is exported from 
United States territory. No raw sugar is exported, 
because domestic producers can get a better price 
for their product in the United States than in any 
foreign country. Making allowance for transporta- 
tion costs, the best price that they could obtain in 
any foreign country would be the ce. and f. price,? 
New York, while the domestic price is always higher 
than the c. and f. price by the amount of the tariff. 
The Philippine Islands are so remote from United 
States ports that transportation costs just about 
neutralize the advantage caused by the tariff. 
Hence, considerable Philippine Islands sugar is 
exported to foreign countries, especially China. 

1 Beginning with May 27, 1921, the duty, previously 1 cent per 
pound on 96° centrifugals, was increased to 1.6 cents per pound, 
and on September 22, 1922, to 1.76 cents per pound. 


2 Costs and freight: that is, the price landed in an American port 
before the duty is paid. 
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We do, however, export large quantities of refined 
sugar, all of which is derived from foreign raws. 
This is due to the fact that the seaboard refiners 
can purchase their foreign raws at the ec. and f. 
price, whereas for domestic raws they would be 
obliged to pay the duty-paid price. It is true that 
after purchasing the foreign raws they pay the duty, 
but they get 99 per cent of it back as drawback 
when the sugar refined from the foreign raws is 
exported. (See footnote, p. 78.) 

Refining for export is a large and growing business, 
as is shown in Table VIII (pp. 84-85.) 

The most noteworthy feature of Table VIII is the 
great tonnage increase that 1922 shows over any 
preceding year. Exports for 1922 were 918,361 tons, 
about double the exports of 1920 and 1921 and 26 
times the average exports for the five-year period 
1910-14. The war greatly increased this export 
business, sugar from the United States being in 
demand to take the place of beet sugar from Europe. 
It will be noticed that in all of the years following 
1914 considerable exports are shown to France, 
Greece, Italy, Netherlands, Norway, and Spain, to 
none of which countries were there any exports 
during the five-year period 1910-14. Germany, 
which before the war was among the largest sugar- 
exporting countries in the world, imported 53,000 
tons in 1922. The United Kingdom remains the 
largest purchaser of United States sugars. She held 
this position before the war although, her chief 


1 Exports fell off greatly in 1923, the total for that year being 
222,458 tons. 
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TABLE VIII.—Torat Exports or Rerinsep SUGAR FROM THE 
FOR 1920, 1921, anv 1922; atso AVERAGES FOR THE Two 


1922 1921 

BEEBE Thou- | Thou- | Thou- | Thou- 

sand sand sand sand 
tons dollars tons dollars 

ATPENtING aceon 25 1,688 17 1,600 
Canada; secure eee 1 53 3 449 
Bran COs 2 hoo os tess sysutverons Se 169 12,797 59 5,390 
Germanyin- aceon keer 53 4,061 3 mod 
Greece. Se ne eee eee 36 2,680 48 5,467 
Ltaly 2s senescent eee 25 1,935 25 2,915 
Mexicosza tr. t) sates elereern eae 3 319 14 1,647 
iINetherlands'e)4- serves 29 2,200 11 1,022 
Newfoundland, Labrador. . . 2 137 3 386 
INOPWAYiws w blessresaeceete omnes 37 2,837 12 998 
PAN AIG 52). oe oaseteareeasorsevehs 1 123 1 123 
DAMN te ae sere eee 28 2,096 lye 2,442 
Turkey in Europe......... 30 2,398 10 1,143 
United! Kingdom. sens 300 22,604 182 18,408 
UTUIPUIAY. <1... seer aetna 18 1,317 13 1,544 
Allvothers tii os sso aes 161 12,435 49 4,969 
SPoteale oat teres re actress tes 918 69,680 467 48,827 


* Commerce and Navigation, 1914, 1918, and 1921. Also, Monthly Summary 


Unirep Srates, with PrincipaL Countries or DEsTINATION, 
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Previous Frve-yEar Preriops, 1910-14 anp 1915-19 * 


1920 


Thou- 
sand 
tons 


Thou- 
sand 
dollars 


of Foreign Commerce of the United States, June, 1920, and December, 1922. 


1915-19 1910-14 
Thou- Thou- Thou- Thou- 
sand sand sand sand 
tons tons tons dollars 
19 2,486 1 
G 856 21 
163 20,157 
8 925 
18 2,396 
9 1,288 2 155 
3 313 
4 432 4 328 
24 3,193 
2 252 3 233 
15 Titan ie Meee 7 
180 19,380 18 1,626 
13 1,583 
47 5,209 8 598 
512 60,486 35 2,969 
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source of supply then being Germany, her imports of 
sugar from the United States were comparatively 
small—averaging 18,000 tons for the period 1910-14. 
By 1922 they had increased to 300,000 tons. 

Because of the relation in recent years of United 
States exports to the beet-sugar situation in Europe, 
it is not unlikely that some of this business will be 
lost as the beet-sugar production returns to normal. 
The refining of sugar, however, is an industry which 
lends itself peculiarly to large-scale production, a 
fact which contributes to the efficiency of the great 
seaboard refineries. Their proximity to Cuba, the 
region of lowest cost sugar production in the world, 
also gives them an advantage. Even under more 
normal conditions they should be able to compete 
successfully in the world market. Probably a large 
part of the increased export business brought about 
by the war has come to stay, and from now on sugar 
is likely to enter into our export trade as an im- 
portant item. 


VI. REVENUE YIELDED TO UNITED STATES 


From the standpoint of revenue, sugar is the most 
important article in the tariff. In 1920 the total 
revenue derived from imports was $325,645,565, of 
which sugar furnished $78,891,520, or 24.2 per cent; 
the corresponding figures for 1921 were total, $292,- 
396,752, sugar, $70,914,119, or 24.2 per cent; in 1922, 
total, $458,359,415, sugar, $115,525,000, or 25.2 per 
cent; in 1923, total, $566,136,864, sugar, $127,475,- 
381, or 22.5 per cent. 
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CHAPTER IV 


MAGNITUDE AND CHARACTER OF SUGAR DUTIES, 
PAST AND PRESENT 


Part I has been devoted to general information 
with respect to the sugar industry. The purpose 
has been to enable the reader to see the whole situa- 
tion in proper perspective and thereby to arrive at 
an independent judgment. Knowing something of 
the character of the industry, its habitat and growth, 
the labor problems involved, its importance with 
respect to output and capital investment, its impor- 
tance also in the import and export trade and as a 
source of revenue to the Treasury, he will be pre- 
pared to enter into the discussion of the tariff policy 
which should be applied to it. 

In Part II the tariff discussion is undertaken. 
In the present chapter a brief historical survey of 
the duties which have, in fact, been applied to 
sugar will be given. This will be followed in 
Chapter V by a study from the standpoint of eco- 
nomic theory and by statistical methods of the 
extent to which the industry is dependent upon the 
tariff and of the effect of changing the rate of duty 
upon prices, imports, and domestic producers. In 
Chapter VI the changes in the tariff under specific 
acts and the effect of these changes on prices and on 
the growth of the domestic industry will be dis- 
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cussed. Chapter VII will discuss the amount of 
protection involved in transportation charges. In 
Chapter VIII arguments for and against a duty on 
sugar will be presented. Finally, in Chapter IX 
the subject matter of the book will be briefly sum- 
marized, all of the evidence will be weighed, and a 
judgment rendered. 

The present chapter will discuss the history of the 
successive duties under three heads: I. Method of 
levying duties. II. The tariff: a stimulus to the 
industry but a burden on consumers. III. Foreign 
tariffs. 


I, METHODS OF LEVYING DUTIES 


Duties may be either ad valorem or specific. An 
ad valorem duty is a percentage charge based on the 
value of the goods imported. A specific duty is a 
charge in cents or dollars on a unit weight or quantity 
of the import, as 2 cents per pound, 40 cents per 
bushel. Both ad valorem and specific duties have 
been applied to sugar. In the case of specific duties 
the rate has been expressed in terms of cents per 
pound on various grades of sugar classified by 
recognized trade names, as brown, clayed, etc., or 
in accordance with a sliding scale based on sugar 
content. The test for classification based on sugar 
content has been made by the Dutch standard or the 
polariscope. 

Early duties were specific and were assessed in 
accordance with trade names. In the Act of 1789 the 
rates were, ‘‘on brown sugars, per pound, 1 cent; 
on loaf sugars, per pound, 3 cents; on all other 
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sugars, per pound, 1.5 cents.”’ In the Act of 1816 
the rates were, “‘on brown sugar, 3 cents per pound; 
on white clayed or powdered sugar, 4 cents per 
pound; on lump sugar, 10 cents per pound; on loaf 
sugar and on sugar candy, 12 cents per pound.” 
In the Act of 1842 the rates were, ‘“‘on raw sugar 
(commonly called brown sugar), not advanced 
beyond its raw state, by claying, boiling, clarifying, 
or other process, and on sirups of sugar, or of sugar 
cane, and on brown clayed sugar, 2.5 cents per 
pound; on all other sugars, when advanced beyond 
the raw state, by claying, boiling, clarifying, or 
other process and not yet refined, 4 cents per pound; 
on refined sugars (whether loaf, lump, crushed, or 
pulverized, and when, after being refined, they have 
been tinctured, colored, or in any way adulterated), 
and on sugar candy, 6 cents per pound.” 

Successive acts were plainly drawn more and 
more with the object of making a more careful dis- 
crimination for tariff purposes between different 
grades and lead, naturally, to the classification by 
sugar content. This tendency was temporarily 
arrested by the Act of 1846, in which sugar was 
included in schedule C, providing for a duty of 30 
per cent ad valorem upon all articles included therein. 

Later duties were based on sugar content either by 
the Dutch standard or polariscopic test. A duty 
based on sugar content first appeared in the Act of 
August 5, 1861. The test in this act was to be made 
by the Dutch standard.!. Sugars testing not more 


1The Dutch standard is a color test. Samples of sugar ranging 
from very dark, No. 8, to almost white, No. 25, are prepared every 
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than No. 12, Dutch standard, were dutiable at a 
rate of 2 cents per pound; above No. 12, at 2.5 cents 
per pound and, when refined, at 4 cents per pound. 
The Dutch standard continued to be used as a test 
in subsequent acts, with a tendency to an increase 
in the number of subdivisions. The Act of 1870, 
for example, imposed on sugars testing not above 
No. 7, Dutch standard a rate of 1.75 cents per 
pound; above No. 7 and not above No. 10, of 
2 cents; above No. 10 and not above No. 13, of 
2.25; above No. 18 and not above No. 16, of 2.75 
cents; above No. 16 and not above No. 20, of 3.25 
cents; and above No. 20, of 4 cents. 

The polariscopic test ! first appears in the Act of 
1883, in which it is applied in connection with the 
Dutch standard test. Sugars testing not above 
No. 18, Dutch standard and not above 75° by the 
polariscope were dutiable at the rate of 1.4 cents per 
pound with an additional duty of 0.04 of a cent per 
pound for each additional polariscopic degree. For 
sugars above No. 13, the Dutch standard test alone 
applied. ‘The rates were as follows: above No. 13 


year by two firms in Holland under the supervision of the Nether- 
lands Trading Society and are sealed in glass bottles. Testing sugar 
by the Dutch standard means simply matching its color with that 
of one of the sealed samples and assigning it the same number.— 
The Sugar Industry: U.S. Dept. Comm. Misc. Ser. 9, p. 69, 1913. 

1JTn applying the polariscopic test, a beam of polarized light is 
passed through a sugar solution contained in the tube of the polari- 
scope. It is a property of the sugar solution to rotate the beam 
to the right, the scale being so graduated that pure sucrose will show 
a reading of 100° and any other treading will show the percentage 
of pure sucrose in the sample. For example, a reading of 96° means 
that the sample is 96 per cent pure. 
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and not above No. 16, 2.75 cents per pound; above 
No. 16 and not above No. 20, 3 cents per pound; 
above No. 20, 3.5 cents per pound. 

Sugar was admitted free in 1890 and subject to an 
ad valorem duty in 1894. In the Act of 1890 sugar 
was placed on the free list but the domestic industry 
continued to receive protection in the form of a 
bounty of 2 cents per pound. Sugar was again 
made dutiable in the Act of 1894 at an ad valorem 
rate of 40 per cent. 

The combined Dutch standard-polariscopic test was 
resumed in the Act of 1897. Sugars that tested 
not above No. 16, Dutch standard and not above 
75° by the polariscope were assessed for duty at the 
rate of 0.95 of a cent per pound with an additional 
rate of 0.035 of a cent per pound for each additional 
degree. Sugars testing above No. 16, Dutch stand- 
ard, were assessed at the flat rate of 1.95 cents per 
pound. The Act of 1909 made no change in the 
existing rates, except for sugars testing above 
No. 16, Dutch standard, on which the rate was 
changed to 1.9 cents per pound. Between these 
two acts, however, the Cuban reciprocity treaty 
went into effect, giving Cuban sugars a preferential 
rate 20 per cent lower than the rate on full-duty 
sugar. Hence, within a few years after the proclama- 
tion of this treaty in 1903, the great bulk of the 
imported sugars paid lower rates of duty than those 
provided for in the Acts of 1897 and 1909. 

The polariscope was made the sole test in 1913. 
With the Act of 1913, the Dutch standard was 
abandoned; but in other respects the plan of assess- 
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ment for duty introduced in the Act of 1897 was 
continued, and was also continued in the Emergency 
Act of 1921 and in the Act of 1922, now in force. 
That is, a flat rate was assessed on sugars testing 
not above 75° by the polariscope with an additional 
rate for each additional degree. The rates, how- 
ever, were different in those acts. The actual rates 
are shown in Table IX. 


TABLE IX.—Rartes or Duty on SuGAR UNDER THE ACTS OF 
1897, 1909, 1913, 1921 anp 1922, SHowina GENERAL PRo- 
VISIONS AND RATES ON 96° CENTRIFUGALS, THE GRADES 
CuiErty ImpeorTED 


Duty in cents per | Additional duty in 


pound on sugars| cents per pound Duty on 96° 
Act | testing not above | for each additional centrifugals 
of 75° by polariscope | degree 


Full Cuban Full Cuban Full Cuban 


18977} 0.95 0.7609 | 0.0 
19097, 0.95 0.760 0.0 
1913 0.71 0.568 0.0 
0.0 
0.0 


5 0.02807} 1.685 | 1.3480° 
5 0.0280 | 1.685 | 1.3480 
6 0.0208 | 1.256 | 1.0048 
0 0.0320 | 2.000 | 1.6000 


1921 1.16 0.928 : 
046 0.0368 | 2.206 | 1.7648 


1922 1.24 0.992 


@ If testing not above No. 16, Dutch standard. 

> After 1903. Before 1903 the full-duty rate was also the Cuban rate. 

Comparison of Rates on 96° Centrifugals (see Table 
IX) with Rates in Acts of 1883, 1890, and 1894.— 
Sugars testing about 96° by the polariscope con- 
stitute the bulk of imports and hence this grade 
may be conveniently used in comparing duties under 
different acts. The rates on this grade in the Act 
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of 1897 and subsequent acts are given in Table IX. 
In the Act of 1883 the polariscopic test was not 
applied to sugars above No. 13 Dutch standard, 
but the quantity of imported sugar testing above 
No. 13 was comparatively small. Moreover, the 
sugars constituting the great bulk of the imports at 
that time tested considerably less than 96°—say 
from 90 to 95°—the duties on which ranged from 
2 to 2.24 cents per pound. Under the Act of 1890, 
96° test sugars, like other sugars, were admitted free 
of duty, the domestic producers (p. 75-76) being 
granted a bounty of 2 cents per pound in lieu of a 
protective duty; under the Act of 1894 the rate was 
40 per cent ad valorem, which, at prices prevailing at 
that time, was equivalent to a specific rate of about 
0.8 of a cent per pound. 


Il. THE TARIFF: A STIMULUS TO THE INDUSTRY BUTA 
BURDEN ON CONSUMERS 


Protection has been granted to the sugar industry in 
every tariff act from 1789 to the present time. From 
the foregoing brief review it will be seen that the 
sugar industry was given protection in the earliest 
act, the Act of 1789, and has received protection in 
every subsequent act.' The rates have sometimes 
been higher and sometimes lower but the protection 
has always been substantial. Under the shelter of 
this policy a large and flourishing domestic industry 
has developed and the percentage of total domestic 
consumption which has been domestically produced 


1Jn the Act of 1890, under which sugar was admitted free of 
duty, protection was granted in the form of a bounty 
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has steadily increased. At the close of the Civil 
War only about 17 per cent of our consumption was 
of domestic origin. At the present time the domestic 
product, including sugar produced in the continental 
United States; Hawaiian, Philippine, and Virgin 
islands; and Porto Rico is about 45 per cent. To 
form an adequate conception of this growth of the 
domestic industry, it should be remembered that, 
along with this percentage increase, there has been 
during the same period more than an elevenfold 
absolute increase in consumption, from about 
500,000 to 5,700,000 tons. The most noteworthy 
increase has been in the beet-sugar industry. As 
late as 1890 the production of domestic beet sugar 
was negligible. In 1921 it constituted 23 per cent 
of the entire domestic consumption. 

The existence of a domestic-sugar industry is not 
wholly due to the tariff. The industry started in 
Louisiana nearly contemporaneously with the begin- 
ning of the United States itself; and probably 
Louisiana would have continued to produce some 
sugar had there been no tariff. This country 
received sugar from Porto Rico and Hawaii before 
they became United States territory.!_ A consider- 
able portion of the output of the Philippine Islands 
is still exported to countries other than the United 
States. But, while all this is true, it may be con- 
fidently asserted that without the tariff the domestic 


1Tt is to be noted that, except during the period of the MeKinley 
Tariff, the Hawaiian Islands have been virtually United States 
territory, so far as the benefits of the tariff are concerned, since 
1876, the date of the reciprocity treaty. But sugar was imported 
from them even before that date. 
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industry would not have attained anything like its 
present proportions. It is doubtful whether without 
this stimulus and other government aid the beet- 
sugar industry would have developed at all. The 
degree of dependence upon the tariff will be more 
fully discussed in the next chapter. 

The burden upon consumers should be weighed 
against the prosperity of the domestic industry. This 
very satisfactory growth of the domestic industry 
has not been attained without cost. When a duty 
is imposed upon a commodity and a considerable 
portion of the domestic consumption continues to be 
imported, the price to domestic consumers will be 
higher than it would have been had the duty not 
been imposed. So far as this excess price applies to 
the sugar actually imported it may be regarded as a 
tax to be justified, as is any other tax, by the revenue 
which it yields to the government. But this same 
excess price above what the consumer would have 
paid had there been no duty applies also to the 
domestic product, where it may be regarded as a 
payment made by consumers for the satisfaction of 
having their sugar made by an American rather than 
a foreign producer. The magnitude of this burden 
is an item which must be taken into consideration in 
determining the rate of duty. With every increase 
in rate, increased national self-sufficiency is to be 
weighed against increasing cost. 

In terms of money, the burden of the sugar duty upon 
taxpayers may be estimated at $216,000,000, or $1.97 
per capita per annum. It will be shown (pp. 121-22) 
that, assuming conditions in demand to remain con- 
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stant, the normal long-run effect of a complete 
removal of the duty would be to reduce the New 
York price of raws by an amount equal to the duty. 
The change in the price of refined granulated brought 
about by a change in the duty is approximately the 
change in the price of raws multiplied by the factor 
1.07535.!_ In so far as cost may be measured in 
terms of money, the burden of the sugar duty upon 
American consumers may, therefore, be shown in the 
form of a balance sheet (p. 99). 

It will be seen that the duty on sugar imposes a 
burden of $216,500,000 upon consumers, of which 
$124,500,000 is available as revenue, the remainder 
($92,000,000) being a burden assumed by the public 
for the purpose of protecting domestic producers. 
Reduced to a per capita basis, the above figures 
become $1.97, $1.13, and 84 cents respectively. 

The real burden, however, is an unnecessary expen- 
diture of human labor in securing a necessary article. 
The foregoing analysis follows the usual method of 
measuring the cost of a protective duty to con- 
sumers by an increase in price brought about by the 
duty multiplied by the quantity consumed. When 
only a single article is under consideration, this 


1The manner of arriving at this factor is as follows: It takes 
about 1.07 pounds of raws to make 1 pound of granulated. Hence 
the duty, whatever it is, must be multiplied by 1.07 to find the 
increase in the price of refined sugar caused by this factor alone. 
But that product represents the amount of money tied up in duties 
on every pound of refined sugar produced. Interest should, there- 
fore, be added from the time the duty is paid to the time the refined 
sugar is sold. Assuming this period to be one month, the figure in 
the text is obtained. (See, however, footnote, p. 105.) 
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Unitep States GOVERNMENT IN ACCOUNT FOR ONE YEAR WITH 
Sucar ConsuMERS ON THE Basis OF CONSUMPTION FIGURES 
FoR 1922 anp THE Ratr or Duty PRovIpED IN THE ACT OF 
SEPTEMBER 22 OF THAT YEAR * 


Disposition of tax 
Dr. Cr. 


United Protection 
States to domestic 
Treasury producers 


Pounds and source 


Tax levied upon con- 6,474,880,000, Cuba $122,893,222 
sumers through the 83,700,000, full duty 1,588,626 
imposition of a 611,456,000, domestic cane $11,605,435 
duty increasing the 2,010,688,000, domestic beet 38,162,858 
price of the total of 1,033,738,000, Hawaii 19,620,347 
11,407,778, 000 10,608,000, Virgin Is. 201,340 
pounds of sugar, re- 697,022,000, Porto Rico 13,229,478 
fined basis, by the 480,366,000, Philippine Is. 9,117,347 
amount of 1.898 5,320,000, other 106,973 
cents per pound, — 
11,407,778,000 $124,481,848 $92,037,778 
$216,519,626 $216,519,626 


* The imports for 1922 were, in fact, subject to duty at the rate of 1.6 cents 
per pound against Cuban sugar until September 22, 1922, and at the rate of 
1.7648 cents per pound against the same sugars for the remainder of the year. 
It seemed better, for the purpose of illustration, to assume a full year under 
the latter rate. Moreover, as a considerable part of the imports are refined for 
reexport, such sugars imposing no burden upon the consumer, and as it is in 
the form of refined sugar that the ultimate consumer pays his tax, Willett & 
Gray’s estimate for total consumption in terms of refined sugar was used instead 
of actual import figures. It was further assumed that the price of all refined 
sugar was increased by the tariff 1.898 cents per pound—the Fordney rate of 
1.7648 cents per pound multiplied by the factor 1.07535 as explained above. 
Duties were, in fact, paid upon raw sugars of various polariscopic tests and at 
various rates. Hence, the above totals are merely an estimate, but, it is 
believed, an estimate close enough to the truth for the purposes of this dis- 
cussion. ' 
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method, with the qualifications to be discussed in 
Chapter V (p. 119), is admissible. But it does not 
go to the heart of the matter and the effect upon 
prices brought about by a comprehensive revision of 
the tariff is too intricate to be explained by any such 
simple formula. The real burden of the sugar duty 
may be explained as follows: Cuba has vast areas 
of land better adapted, perhaps, than any other 
region in the world both with respect to soil and 
climate for the production of sugar. Nowhere can a 
considerable quantity of sugar be produced with less 
expenditure of human effort. There are, it is true, 
regions of domestic production where sugar can be 
produced with less effort than that indicated by the 
marginal cost in Cuba, but to produce any consider- 
able proportion of the quantity required by the 
people of the United States calls for much greater 
human effort than would be required to produce 
that quantity in Cuba. On the other hand, there is 
a vast range of commodities which can be produced 
with less human effort in the United States than in 
Cuba. There will, therefore, be economy in human 
effort if the people of the United States devote them- 
selves to the production of the commodities involy- 
ing the least effort and exchange them directly or 
indirectly for Cuban sugar. In this way the people 
of the United States satisfy their sugar needs with 
less effort than when they produce the sugar them- 
selves. To impose a protective tariff on sugars is to 
divert labor and capital from the channels of produc- 
tion yielding greater returns for the same expendi- 
ture to a channel yielding less. It is, in fact, 
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deliberately to forego the opportunity lying right at 
our doors of availing ourselves of the bounty of 
nature as manifested in the sugar lands of Cuba. 


III. FOREIGN TARIFFS 

Sugar duties are found in the tariffs of nearly all 
commercial nations. The only important exception 
is Holland, into which sugar is admitted free of 
duty. But even in Holland a certain measure of 
protection is granted to the domestic industry in the 
form of restrictions upon the sale of imported sugars 
for domestic consumption. Great Britain imposes 
a considerable duty upon sugar, the purpose, how- 
ever, being revenue rather than protection. A 
small quantity of beet sugar, it is true, is domesti- 
cally produced, but it has been the general policy to 
subject the domestic product to a considerable 
internal-revenue tax, so that the net protection is 
not great.! 

Because of the present fluctuation in the value of 
many foreign currencies it is difficult accurately to 
compare foreign with American rates of duty in 
terms of American money. It is customary in such 
countries to fix a gold rate of duty and then to 
multiply this rate by a factor based on the deprecia- 
tion of the currency to determine what the duty 
shall be when payment is made in paper. The rates 
given in Table X (p. 102) for a few leading countries 
may prove instructive. 


1 For one year the two beet-sugar faetories in England have been 
relieved of the internal-revenue tax. This is equivalent to a bounty 
of nearly 5 cents per pound—a high measure of protection while the 
remission of excise continues,—Willett & Gray, p. 38, Jan. 18, 1928. 
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TABLE X.—Ratss or Duty, REpucED To CENTS PER PouUND aT 
Rates or ExcHance, August 1, 1922, upon Raw SuGar or 
A GRADE COMPARABLE TO 96° CENTRIFUGALS * 


Expressed in 


Cents per pound 
U.S. currency 


Country Currency and weights of 
foreign country At 
par 

Argentina...... 0.045 peso per kilo.........| 2.4100 
PAUIS OLGA ere eee 6 shillings per 112 pounds...| 1.3000 
Belgium........ 40 frances per 100 kilos, net..| 3.5000 
Brazileecaeeer 2.668 milreis per kilo*...... 6.6100 
Canada anne /$1.68712 per 100 pounds....| 1.6800 
Czecho-Slovakia |26 crowns per 100 kilos..... 2.3900 
Denmark....... 0.065 crown per kilo........| 0.7900 
Erancese pees. 50+19.5 frances per 100 kilos.| 8.6400 
Germany....... 40 gold marks per 100 kilos.| 4.3200 
Greece......... 68.965 drachmas per 100 okes} 3.3400 
un rary 2.080 (paper) crowns per 100 

kiloSi..1.3.. 62 eee 191.5300 
Italy ease) eek 24 lire per 100 kilos........ 2.1000” 
IER ac oon coe: 3.50, Yen. per Kil’. meee 1.2600 
IMiexicOrs. anaes 0.15 peso per gross kilo.....| 3.3900 
Netherlands... .| Free (Excise 0.225 florin per 

100’ kilos);2.3 -e-ee eee 0.0410 
Pan cetetewe sees 180 pesetas per 100 kilos... .| 15.7500 
Sweden........ 107 crowns per kilo: ....... 0.8500 
United Kingdom | £1 2s. 4.5d. per 112 pounds .!_ 4.8000 
United States. ..| 1.7648 cents per pound®....| 1.7648 ° 


At rate of 
exchange, 
Aug. 1, 
1922 


1.8500 


1.1900 
1.4070 
17.6400 
1.6800 
2.2800 
0.6300 
2.5700 
3.1200 
2.0040 


0.4680 
2.1000? 
1.2100 
3.3200 


0.0390 
12.6000 
0.8300 
4.4400 
1.7648 © 


* Data from photostat sheets prepared by Foreign Tariffs Division, 
Department of Commerce. 
2 The Brazilian rate has been increased since August, 1922, to 3.318 milreis 
per kilo, which reduces to 20.49 cents per pound at the time the change was 


made. 


>In Italy, whatever the rate of exchange, payments are virtually made in 


gold. 


Sufficient paper is required to equal a gold payment. 
© 1.7648 cents per pound is the rate on 96° centrifugals from Cuba. 


duty on the same grade is 2.206 cents per pound. 


The full 
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It will be seen from the above table that sugar is a 
commedity selected by many countries as an article 
suitable to be assessed for duty, either for purposes 
of revenue or protection. Two sugar-producing 
countries, Brazil and Spain, impose rates which 
would appear to be prohibitory. If we omit these 
from consideration, it will be seen that the rate at 
present imposed by the United States on Cuban 
sugar (1.7648 cents per pound) is not far from the 
average of all the others (1.821 cents per pound). — 


CHAPTER V 


EXTENT TO WHICH THE DOMESTIC INDUSTRY 
IS DEPENDENT ON THE TARIFF 


It has been shown in the preceding chapters that 
the United States is consuming a large and increas- 
ing quantity of sugar. In 1922 the consumption 
exceeded 5,500,000 tons, of which somewhat over 
half was imported from Cuba. Because of the 
Cuban preference, the quantity imported from other 
foreign sources except for reexport is usually negli- 
gible. The rest is obtained from domestic sources— 
cane sugar from Louisiana and Texas, Porto Rico, 
and the Hawaiian, Philippine, and Virgin islands 
and beet sugar from some sixteen States. The 
Philippine Islands ship a portion of their output to 
countries other than the United States. With this 
exception virtually no sugar of domestic production, 
either in the raw or refined stage, is exported. 
A considerable business, however, is done by the 
refineries in importing raw sugar, refining it, and 
then exporting the refined sugar with benefit of 
drawback. (See p. 78.) The domestic product 
now receives, and, indeed, always has received, a 
considerable degree of protection. It is the purpose 
of this chapter to inquire to what extent this protec- 

1 This portion varies greatly from year to year. In 1922 it was 


about one-third of the total output and in 1923 only one-sixth. 
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tion is necessary for the maintenance of the industry. 
The subject will be discussed under four heads: 
J. The sugar-refining industry and_ protection. 
II. Differences in cost and marginal cost and their 
relation to the tariff. III. The effect of tariff 
changes on marginal costs. IV. Adequate protec- 
tion for domestic producers. 


I. THE SUGAR-REFINING INDUSTRY AND PROTECTION 


So far as the refiners are concerned it may con- 
fidently be asserted that protection is unnecessary. 
All recent acts have given a certain amount of 
““net’’ ! protection on refined sugar. But since the 


1 Net protection may be defined as the duty on a finished product 
over and above the duty which is just sufficient to compensate the 
manufacturer for the added cost caused by a duty on his raw 
materials. The present duty on Cuban 96° centrifugals is 1.7648 
cents per pound. It takes about 1.07 pounds of such sugar to 
produce 1 pound of refined sugar. Hence, because of the duty on 
raw sugar, the refiner’s cost of producing a pound of refined sugar 
is at once increased about 1.89 cents per pound. To this must be 
added the interest charge on the amount of the duty from the time 
the duty is paid to the time the sugar is sold. Assuming this 
period to be about one month, the total added cost due to the duty 
would be about 1.9 cents per pound. ‘This estimate of added cost 
is based upon the duty on Cuban raw sugar. As Cuba does not 
refine sugar for export, an American importer of refined sugar would 
have to pay the full duty, which is 2.39 cents per pound. Hence, 
the refiner’s net protection is 0.49 of a cent per pound. Were Cuba 
a refined-sugar-exporting country, the net protection would be 
0.012 of a cent per pound. The net protection is, in fact, somewhat 
greater than the figures just given. This estimate was based on the 
supposition that, of the 107 pounds of raw sugar required to produce 
100 pounds of refined sugar, the 7-pound excess was a total loss. 
Such is not the case. The refineries, in addition to sugar, produce 
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refiners, even under the handicap of being obliged 
to tie up considerable capital in duties on raw sugar 
between the date of importation and that of exporta- 
tion of the same sugars after being refined, are 
nevertheless able to do a large and increasing export 
business, it is clear that the protection is purely 
nominal. They are in no wise dependent upon the 
tariff. Indeed, because of the capital tied up in 
duties and the fact that the drawback is 1 per cent 
less than the duty paid, they would be better off if 
sugar duties both on raw and refined sugars were 
repealed. 


Il. DIFFERENCES IN COST AND MARGINAL COST AND 
THEIR RELATION TO THE TARIFF 


A domestic producer’s need for protection may be 
defined as the difference between his cost of produc- 
tion, including a reasonable profit, and the price at 
which foreign sugar of the same grade would sell in 
the American market if there were no duty. Now, 
it is popularly supposed that under the action of 
competition the price at which an article sells will 
tend to settle at its cost of production; and it is 
further supposed that there is one foreign cost of 
production and one American cost of production. 
If the foreign cost of production is less than the 
American cost of production it is supposed that com- 
petition will tend to reduce the price to the for- 
for the market considerable quantities of sirup, the receipts for 
which reimburse them in part for this loss: Moreover, as shown 


later (p. 119), the increase in price caused by the duty is not neces- 
sarily the full amount of the duty. 
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eign cost and that hence, if the American producer is 
to be able to compete, the foreign cost must be arti- 
ficially increased by a protective duty to an extent 
sufficient to make it equal to the American cost. 
It was on this principle that the present tariff was 
to be made “‘flexible.”” The President was autho- 
rized to change the rates provided in the act so as to 
“equalize the costs of production’ between the 
American producer and his chief foreign competitor. 
Unfortunately for tariff makers, the case is not so 
simple. 

Costs of production vary greatly among the individ- 
ual producers. Many, if not all, commodities have 
no single foreign cost of production and no single 
American cost of production. Such is preeminently 
the case with sugar. Data secured by the United 
States Tariff Commission from individual factories 
in all the regions of domestic production and in 
Cuba show virtually as many different costs as 
factories. The accompanying chart (fig. 1) shows 
these costs arranged in order, beginning with the 
lowest, for each of the several regions. 

The diagram for each region consists of a series of 
rectangles placed side by side so that the lower bases 
of all form a continuous line. Each of these bases 
is drawn proportional to the output of a single 
factory or a group of factories under the same 
management, and the altitude of each is drawn 
proportional to the cost of production per pound of 
sugar for the same factory or group of factories.! 


1 “Cost of production,” as used by the Tariff Commission in the 
construction of these diagrams, includes the cost of raw material 
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Three things stand out conspicuously in the 
diagram: (1) The costs of production differ greatly 
as between factories. (2) The smaller factories 
tend to group themselves at the high-cost end and 
the larger factories at the low-cost end. (3) While 
there are many costs in Cuba and many costs in 
each of the other regions, the costs in all the domestic 
regions start at a higher level than the lowest cost in 
Cuba and terminate at a higher level than the high- 
est cost in Cuba. Though some factories in Cuba 
produce at higher cost than some factories in each of 
the domestic regions, nevertheless it is fairly obvious 
to the eye that sugar production in Cuba is on a 
lower range of costs than in the domestic regions. 

In making cost comparisons raw and refined sugar 
should be reduced to a common basis. Before attach- 
ing any importance to the last observation one 
important qualification must be made. Cuban, 
Porto Rico, and Hawaiian sugars are all raw sugars, 
and so is much of the sugar produced in Louisiana. 
But all of the beet sugar is refined; and much of the 
sugar produced in Lousiana, if not refined, is at least 
of a higher grade than raw sugar. Some of the 
Louisiana sugar is, indeed, refined granulated. 
Before just cost comparisons can be made these 
different grades of sugar must be reduced to a com- 
mon basis. The distances from the base line to the 
dotted line shown in the diagrams (fig. 1) for 


(cane or beets), conversion costs, and. overhead, depreciation, and 
marketing costs, from which total are deducted the receipts for 
by-products. It includes State taxes but not Federal taxes, profits, 
nor interest on investment. 
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domestic beet and Louisiana are an estimate of the 
costs of producing beet sugar and Louisiana sugar 
when reduced to a raw basis. 

The differences in cost among individual producers 
is permanent. Returning to the first observation 
made from the diagram, the question arises whether 
these striking differences in costs among individual 
producers in the same region are to be regarded as 
permanent or as merely temporary aberrations 
brought about, perhaps, by the war. 

That they were not merely temporary results of 
the war may be shown by similar diagrams for pre- 
war years. Figure 2 shows costs for the same re- 
gions as those shown in figure 1 for a pre-war period.! 
From this diagram, disparity of costs among indi- 
vidual producers in the same region is seen to be as 
marked a characteristic of a pre-war year as it was 
of the post-war year shown in figure 1. 

In agricultural and some other industries, where 
land or other natural resources play an important 
part, differences in cost have long been recognized 
in all economic treatises as normal. As the demand 
for a product increases with the growth of popula- 
tion, the quantity which can be produced on the 
most fertile or best-located land is found to be insuffi- 
cient. The scarcity thus brought about causes the 
price to rise, and as the price rises it becomes 
profitable to cultivate less fertile or less favorably 
located land. Such land will yield the product 
under question only at a higher cost. Hence, in 


1 Costs of Production in the Sugar Industry: U. S. Tariff Com. 
Tariff Information Ser. 9, Appendix B, 1919. 
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such industries, as time goes on, the tendency will 
be to increase the disparity in costs among individual 
producers. As sugar is predominantly an agri- 
cultural industry, the case for permanence in the 
differences of costs might be dismissed at this point. 

But even in the case of purely manufacturing 
industries, in which, as is popularly supposed, there 
are forces tending to reduce the costs among com- 
peting producers to a level, it is doubtful whether 
such a result is, in fact, ever even approximately 
attained. No industry could be of a more purely 
manufacturing character than that of refining sugar, 
yet data secured by the Tariff Commission for the 
years 1914-19 show differences in cost hardly less 
extreme than those shown in the preceding dia- 
grams (figs. 1 and 2) for the more agricultural 
phase of the industry.! 

The line of reasoning that is popularly supposed 
to demonstrate a tendency to uniformity of costs 
among competing producers in manufacturing indus- 
tries runs somewhat as follows: Low-cost producers 
competing for increased profits will enlarge their 
output; competition to dispose of the increasing 
output will reduce the price, and all producers 
whose cost is higher than this price will be put out 
of business; hence costs will constantly gravitate 
toward the lowest and ultimately settle there. 

Doubtless such selective tendency is at work; 
but other economic forces, the normal operation of 
which is to counteract this tendency and bring 


1 Refined Sugar: U.S. Tariff Com. Tariff Information Ser. 16, 
p. 28, fig. 3, 1920. 
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about a disparity, are also at work. The above 
reasoning supposes that the lowest-cost producers 
can or will increase their output to a point where 
competition among buyers will not bid up the price 
above that lowest cost of production. Until this 
result is attained, higher cost producers will be able 
to survive. But the economic forces of discovery, 
invention, and improvement in organization are 
constantly at work, tending to reduce cost. The 
new methods are adopted first by one competitor 
and then by another; and sufficient time between 
such applications of improved methods never, in 
fact, elapses to permit any group of ‘“‘lowest cost 
producers” to increase their output sufficiently to 
drive their competitors out of business. Moreover, 
at the other end, a strong and increasing demand by 
consumers is always tending to raise the price and 
thereby permit some of the less effective producers 
to survive. In short, the argument for uniformity 
of costs supposes a static condition of industry 
which does not exist and probably never will. At 
all events, whatever may be true in other industries, 
there is every indication that in the sugar industry 
disparity in costs will continue in both the agricul- 
tural and manufacturing phases. 

The producer who just ‘‘breaks even” from year to 
year may be called the marginal producer. Though 
competition, as has been shown, does not fix a uni- 
form cost, it does tend to fix an approximately 
uniform price. Data collected. by the Tariff Com- 
mission show that, while there is some difference in 
the prices at which individual sugar producers dis- 
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pose of their product, these differences are small 
compared with the differences in costs, and that, at 
any rate, there is no necessary relation between the 
cost and price for any individual producer. The 
low-cost producers are as likely to get a high price 
as the high-cost producers. This being true, it is 
clear that the producers shown in the diagrams 
(figs. 1 and 2) make successively less and less profit 
in inverse proportion to their costs, that is, as they 
are located farther and farther from the left-hand 
side. Proceeding in this way a producer is even- 
tually reached who just manages to “‘break even.” 
His cost of producing a pound of sugar is just equal 
to the price he receives for a pound of sugar. Such 
a producer may be called the ‘‘marginal producer” 
and his cost the ‘‘marginal cost.” 

A few producers every year operate at a loss and 
these may be called ‘‘extramarginal” producers. If 
economic law worked with mathematical precision, 
the marginal producer would always be the highest- 
cost producer, the producer literally at the right- 
hand margin of the diagram. In practice, this is 
seldom true. Data collected from the sugar industry 
show that in any given year a few producers show a 
cost higher than the marginal. That is, they pro- 
duce at a loss. This ‘“‘extramarginal” fringe is 
made up of producers who are in process of elimi- 
nation or of producers who are suffering from a 
temporary reverse. The high cost of this year may 
be offset by a low cost next year. The existence of 
such a fringe of high-cost producers does not, how- 
ever, affect the reasoning just given. 
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The price determined by ‘supply and demand” in 
a dominant market fixes the price in all local markets. 
The price of a commodity is said to be determined 
by the forces of supply and demand. But in the 
case of commodities entering largely into interstate 
or international trade the local price is seldom 
determined by the local supply and demand. There 
is usually some dominant market in which the 
supply and demand over wide regions of territory 
are brought to a focus. The large-scale buying 
and selling operations and the speculation in futures 
determine the price in this dominant market; and 
this price, after making allowance for freight differ- 
entials, is accepted as the price in all the local 
markets. 

New York is the dominant sugar market; prices in 
all markets throughout the United States are fixed by 
the New York price. In New York, sales for both 
present and future delivery are based on dealers’ 
estimates of supply and demand, and the price so 
determined becomes at once, after making allow- 
ance for costs of transportation from New York, 
the price in Chicago, Denver, San Francisco, and 
other centers... The price determined by New 


1A well-established trade practice fixes the price of beet sugar at 
a figure somewhat lower than that of cane sugar in the same market. 
In 1917 the price differentials between cane and beet sugar in 
typical markets were as follows in fractions of a cent per pound: 
Detroit, 0.446; Chicago, 0.203; Pittsburgh, 0.168; San Francisco, 
0.147; Denver, 0.188; Kansas City, 0.182. The basis of this dis- 
crimination is partly an unwarranted, prejudice in favor of cane 
sugar. But the chief reason is found in the fact that beet sugar is 
manufactured only in the form of refined granulated, while cane 
sugar is manufactured in many forms—granulated, powdered, 
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York dealers is based upon estimates of output and 
consumption from all regions. Hence the price in 
any one region is not directly determined by the 
conditions of supply and demand in that region. 
Nevertheless, the conditions of supply and demand 
in that region contribute indirectly to the price in 
that as well as other regions. For example, a large 
beet-sugar crop in Colorado does not directly affect 
the price of beet sugar in Denver; but it is one of the 
factors influencing the judgment of New York 
dealers and hence is contributory to the New York 
price, which ultimately determines the price of 
sugar in Denver. 

New York Quotations Explained—The most 
important New York quotations are for: (1) 96° 
centrifugals c. and f., (2) 96° centrifugals duty paid, 
and (8) refined granulated. 

1. Sugar manufactured by the modern process, in 
which the crystals are separated from the ‘‘masse- 
cuite”” by means of the centrifugal machine, tests 
not far from 96° by the polariscope. Muscovado 
sugars test lower; but the price of 96° sugars is the 
basic price from which the price of all other raw 
sugars is estimated in accordance with a sliding 
scale. The c. and f. (costs and freight) price of 
such sugars is the price landed in New York before 
the duty is paid. It includes the price paid the 
foreign exporter, together with all transportation 
costs to New York, but not the duty. 

2. The duty-paid price, in addition to the items 


crystals, etc. A dealer in sugars prefers to place his order with a 
concern which can deliver all the varieties that his business requires. 


COST, MARGINAL COST, AND TARIFF 117 


contributing to the ec. and f. price, includes also the 
duty. Hence c. and f. quotations from day to day 
differ from duty-paid quotations by virtually the 
amount of the duty. 

3. The quotations of refined granulated are the 
prices at which this grade of sugar is sold to the 
trade by the refineries. 

All of the above prices are, by trade custom, sub- 
ject to a 2 per cent cash discount. 

Long-run economic forces always tend to equalize 
the marginal cost and the price. The marginal cost 
must not be conceived as a fixed and unchange- 
able quantity. Under the play of economic forces 
it changes from year to year. For example, a 
strengthening of demand, due to increase in popu- 
lation or increasing per capita consumption, will 
tend to raise the price. At the increased price, 
producers, who before could produce only at a loss, 
may be able to “‘break even” and hence to estab- 
lish a new marginal cost at a higher level. On the 
other hand, improvements or the opening of new 
regions may increase the output and hence lower the 
price. At the lower price, producers who before 
were just able to “break even”’ will find that they 
are producing at a loss and will be forced out, 
thus establishing a new marginal cost at a lower 
level. It will thus be seen that increasing demand 
is an economic force tending, first, to raise price 
and, later, marginal cost, and that discovery and 
invention are economic forces tending, first, to lower 
price and, later, marginal cost. A reciprocal action 
also sets in in each case. As marginal cost rises 
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under the influence of increasing demand the out- 
put also increases, thus tending to lower price; and 
as the marginal cost falls, under the influence of 
improved methods, the forcing out of former mar- 
ginal producers tends to decrease output and hence 
raise the price. The point of this reasoning is that, 
while in a dynamic society marginal cost and price 
may differ, there are nevertheless long-run economic 
forces tending to draw them together, and hence the 
average price for a series of normal years may be 
taken as perhaps the best measure of the average 
marginal cost for those years. 

Marginal cost in the case of sugar may refer to the 
New York market or to the region in which the sugar 
is produced. In a given region the several compet- 
ing establishments incur certain costs up to the 
time the sugar is ready for delivery at the factory. 
Among these costs there will be a marginal cost, 
which may be called the ‘‘marginal cost, f.o.b. 
factory,” for that region. Before the sugar is 
delivered in New York other costs are incurred— 
costs of transportation and, if the sugar is of foreign 
origin, the duty. The sum of these costs may be 
added to the f.o.b. factory costs for each region, and 
among the totals will be found a marginal cost for 
each region. This may be called the ‘marginal 
cost, New York,” for each region. 

Long-run economic forces tend to reduce to equality 
““marginal costs, New York,” for all regions supply- 
ing the New York market. All regions supplying the 
New York market must sell in that market at the 
New York price. As the marginal costs, New York, 
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from all such regions tend to become equal to the 
New York price, they must tend to become equal to 
each other. The same reasoning will apply to the 
marginal costs, Chicago, Detroit, Denver, San 
Francisco, or any other market with respect to the 
regions whose sugars compete in that market. For 
example, assuming that Cuban and Michigan sugars 
compete in the Chicago market, then the marginal 
cost, f.o.b. factory, Cuba, plus transportation to 
New York, plus the duty, plus the marginal cost of 
refining, plus transportation to Chicago, minus the 
differential between cane and beet sugar will tend to 
equal the marginal cost, f.o.b. factory, Michigan, 
plus transportation to Chicago. 


Ill. THE EFFECT OF TARIFF CHANGES ON MARGINAL 
COSTS 


An increase in duty tends to bring about an increase 
in the domestic marginal cost, f.0.b. factory, and a 
decrease in the Cuban marginal cost, f.0.b. factory, 
and vice versa. Suppose that the duty upon sugar is 
increased. Since the immediate determinant of 
price is the interaction of supply and demand in the 
New York market, and since a change in the tariff 
does not immediately change either the supply or 
the demand,! the change in the tariff should not 
normally have any immediate effect upon the New 

1 This is on the assumption that even after the increase in duty, 
New York continues the most favorable market for Cuban sugars. 
If Cuba can find a more favorable market, the supply offered in New 


York under the increased duty will be decreased and the price wiil 
at once rise. 
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York price. Hence, in order to sell in New York 
over the increased duty the Cubans will be obliged 
to reduce their f.o.b. factory price. At this lowered 
price the former Cuban marginal producers will be 
unable to survive, and their elimination will reduce 
the output and somewhat improve the price in 
New York as well as in Cuba. The improved New 
York price will then make it profitable for domestic 
producers to produce sugar at a cost somewhat 
higher than the former domestic marginal cost, 
thus increasing the domestic output and retarding 
the rise in price brought about by the falling off of 
importations from Cuba. A new equilibrium will 
eventually be brought about with the marginal costs, 
New York, equal for domestic and Cuban producers, 
but with the marginal cost, f.o.b. factory, Cuba, 
differing from the marginal cost, f.o.b. factory, in 
each domestic region whose price is determined by 
the New York price by an amount greater than it 
was before by the increase in duty. When this 
equilibrium is attained, the marginal cost, f.o.b. 
factory, Cuba, will be somewhat lower than it was 
before the change in duty and the domestic marginal 
costs in each region will be somewhat higher than 
before the change in duty. 

The reasoning in case the duty is reduced can be 
so easily derived from that just given where the duty 
is increased that any further exposition would be 
superfluous. 

To sum up, the normal long-run effect of an 
increase in the duty is to raise the marginal cost, 
f.o.b. factory, in all regions of domestic production 
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and to lower the marginal cost, f.o.b. factory, in 
Cuba, to raise the New York price by an amount 
somewhat less than the increase in duty, and to 
increase the proportion of total domestic consump- 
tion derived from domestic sources. The normal 
long-run effect of a decrease in the rate of duty is to 
lower the marginal cost, f.o.b. factory, in all regions 
of domestic production and to raise the marginal 
cost, f.o.b. factory, in Cuba, to lower the New York 
price by an amount somewhat less than the decrease 
in duty, and to decrease the proportion of total 
domestic consumption derived from domestic sources. 

If the duty is so reduced as to admit large quantities 
of sugars from foreign countries other than Cuba, the 
resulting reduction in price will closely approximate 
the reduction in duty. The conclusion of the last 
paragraph, that a reduction in duty would tend to 
“lower the New York price by an amount some- 
what less than the decrease in duty,”’ was based on 
the assumption that foreign importations came 
exclusively from Cuba. At present this is practi- 
cally the case and, so long as the Cuban preference 
remains at anything like its present magnitude, the 
virtual exclusion of other foreign sugars will con- 
tinue, a reduction in duty will tend to raise the 
Cuban marginal cost, f.o.b. factory, and hence the 
reduction in the New York price will be less than 
the reduction in duty. 

But as the duty is reduced, the Cuban preference 
of 20 per cent becomes less and less a barrier to the 
admission of other foreign sugars and disappears 
entirely when sugar is admitted free of duty. When 
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the reduction becomes so great that imports of other 
foreign sugars arrive in large quantities, ‘“‘world 
marginal cost’? must be substituted for Cuban 
marginal cost in the above reasoning. With so 
large a reservoir to draw from, the reduction in the 
American tariff will have little effect in raising the 
world marginal cost. Hence, the reduction in New 
York price should be practically as great as the reduc- 
tion in duty instead of less than that reduction.! 

The rate of duty that will “equalize costs of produc- 
tion”? vs indeterminate. Under Section 315 of the 
Tariff Act of 1922 the President is authorized within 
certain limits to modify the rates of duty provided 
in that act to such an extent that the rate imposed 
shall equalize the difference in cost of production 
between the domestic producer and his chief foreign 
competitor. 

Since sugar is produced at many different costs in 
all regions of production, both foreign and domestic, 
it becomes necessary to make some selection among 

1 An illustration may assist the reader in following the above 
reasoning. Assume a New York price of 6.13 cents, made up as 
follows: 4.17 cents (Cuban marginal cost) -+0.2 of a cent (freight to 
New York)+1.76 cents (duty). Now suppose duty removed. 
Case 1: Importations solely from Cuba and Cuban marginal cost 
increased 0.5 of a cent because of increased production. The New 
York price becomes 4.87 cents made up as follows: 4.67 cents (Cuban 
marginal cost)-+0.2 of a cent (freight). Reduction in New York 
price, 6.13 cents —4.87 cents=1.26 cents (a reduction less than the 
reduction in duty). Case 2: Importations from all sugar-producing 
regions and world marginal cost unaffected by change in duty. 
The New York price becomes 4.37 cents, made up as follows: 
4.17 cents (world marginal cost)+0.2 cent (freight). Reduction in 


New York price, 6.13 cents—4.37 cents=1.76 cents, a reduction 
equal to the reduction in duty. 
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the numerous domestic costs and the numerous 
foreign costs in order to find a difference between 
the domestic cost and the foreign cost which shall fix 
the duty that is to equalize these costs. Clearly, if 
the lowest foreign cost and the highest domestic 
cost were selected, the equalizing duty would be very 
great; and if the highest foreign cost and the lowest 
domestic cost were selected, no duty whatever 
would be required. Indeed, in the latter case it 
would be necessary to impose a tax on the domestic 
product in order to ‘‘equalize costs.’’ Clearly, 
either of these selections is impracticable. The 
most promising selections for this purpose are those 
based on: (1) marginal costs or (2) average costs. 
Marginal Costs.—It has been shown that marginal 
costs in all regions contributing to the domestic 
supply tend to adjust themselves to changes in the 
tariff and that when the adjustment has been made, 
the marginal costs, New York, from all these regions 
will be the same,! while the marginal cost, f.o.b. 
factory, Cuba, will, after allowing for freight differ- 
entials, differ from the marginal cost, f.o.b. factory, 
in each of the domestic regions of production, by 
precisely the amount of the tariff. Hence, if a cost 
study be made when a sufficient number of years 


1Tt may take a considerable number of normal years to effect 
this adjustment. Actual marginal costs recently collected by the 
Tariff Commission from the several regions of domestic production 
show a marked disparity. Some are perhaps higher and others 
lower than the level to which they will ultimately settle. After 
making proper allowance for transportation charges, an average of 
such marginal costs may be assumed to be the domestic marginal 
cost. 
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have elapsed after the passage of a tariff act to effect 
the above adjustment, the rate of duty, whatever it 
is, will be found just sufficient to equalize marginal 
costs and protect the domestic marginal producer 
and all other domestic producers whose costs are less 
than the marginal. 

However, as it takes some years to effect this 
adjustment of marginal costs, if the cost study be 
made immediately after an increase in duty the 
new rate will be found to be greater than is neces- 
sary to equalize marginal costs, whereas if the cost 
study be made immediately after a reduction in 
duty the new rate will be found to be insufficient to 
equalize marginal costs. 

Since, after a lapse of years, any rate whatever 
will be found just sufficient to equalize marginal 
costs, the rate which will equalize marginal costs 
may be said to be indeterminate. 

Average Cosis—It has been shown that marginal 
costs, f.o.b. factory, tend, after allowing for freight 
differentials, to become equal in all regions of 
domestic production. But, starting at this point, 
the other costs may run downward to a much lower 
level in some regions than in others. Hence, the 
average costs in the several regions are not neces- 
sarily equal. Therefore, if the duty is to be adjusted 
so as to equalize average costs, it will make a differ- 
ence whether it is the average from all domestic 
producers in all regions lumped together or the 
average from any one specific region which is to be 
compared with the Cuban average in order to find 
the equalizing rate. Both in Cuba and in all regions 
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of domestic production the average cost is much 
lower than the marginal cost, but the difference 
between the Cuban and domestic averages is not 
necessarily very different from the difference between 
the Cuban and domestic marginal costs. In general 
the duty which equalizes average costs is greater or 
less than the duty which equalizes marginal costs in 
proportion as the range of costs in the domestic 
industry is less or greater than the range in the 
Cuban industry. 

Average costs, like marginal costs, tend to rise in 
all regions of domestic production and fall in Cuba 
after an increase in the duty, and to fall in all 
regions of domestic production and rise in Cuba 
after a decrease in the duty. But the adjustment 
is by no means perfect. Even after a lapse of years 
following an increase in the duty the new rate may 
not be found to equalize costs as determined by the 
method of averages. Moreover, the rate which will 
equalize average costs is not necessarily indeter- 
minate. 

The subject of differences in cost, marginal cost, 
and their relation to the tariff is somewhat difficult. 
A mathematical treatment, with diagrams, is given 
in Appendix D (pp. 276-284). 

The above conclusions relate to tendencies which in 
any concrete case may be obscured by other factors. It 
must be distinctly understood that the above con- 
clusions are based on the supposition that ‘other 
things are equal,” that is, that'no changes are made 
in the sugar situation except the change in the tariff. 
If other changes occur, as for example changes in 
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the American demand, the opening of new fields, 
discovery of new processes, changes in the purchas- 
ing power of money, or in other important factors 
the above conclusion will have to be modified. 
But whatever the other changes, a change in the 
tariff will have a tendency in the direction in- 
dicated, though its operation may be obscured by 
the changes in the other factors. It was stated, for 
example, that an increase in the rate of duty tended 
to increase the New York price, yet it would be 
unsafe to assert that the New York price will 
actually be higher because of the increase in duty 
brought about by the acts of 1921 and 1922. The 
influx of American capital and American enterprise 
into Cuba and the opening of new fields in its east- 
ern end may result in such an increase in output 
from Cuba at a cost lower than the present marginal 
cost that the New York price, even after paying the 
increased duty, will be lower than before. Yet it 
may be stated that the price even then will not be 
so low as it would have been had the duty not been 
raised. 

Again, it was stated that an increase in the rate 
of duty would tend to increase the proportion of the 
total United States consumption derived from 
domestic sources. A notable strengthening of the 
United States demand or a lowering of the Cuban 
marginal cost due to the opening of new and more 
productive regions in Cuba, might, however, so 
obscure this tendency that, even after the increase 
in duty, the proportion of Cuban sugars in United 
States consumption might increase. But the 
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increase in importations would not be so great as it 
would have been had there been no increase in duty. 

Finally, all of the above conclusions are developed 
on the theory of free competition at all stages of the 
process. A monopoly or partial monopoly among 
domestic or foreign producers might modify greatly 
any of the results set down. (See pp. 229-235.) 

A decrease in the purchasing power of money 
decreases the protection implied in a fixed specific 
rate. A factor just now of great importance in 
obscuring the effect of tariff changes is the changing 
value of money. Since the passage of the Act of 
1913 the purchasing power of the dollar has greatly 
declined. Bureau of Labor index numbers for 
wholesale prices of ‘‘all commodities,” taking the 
1913 index as 100, have since that year been as 
follows: 1914, 98; 1915, 101; 1916, 127; 1917, 177; 
1918, 194; 1919, 206; 1920, 226; 1921, 147; 1922, 
149.!_ A recent estimate by Professor Fisher (August 
5, 1923) places the purchasing power of the dollar 
at 65.4 cents as compared with its pre-war value. 
This would correspond with an index number of 153. 

Changes in the purchasing power of money become 
of especial importance, so far as their bearing on the 
tariff is concerned, in connection with specific duties. 
When the dollar falls in purchasing power to an 
extent indicated by a rise in index numbers from 
100 to 150, this means that, in so far as index num- 
bers are representative of conditions in all industries, 
costs of production as measured in money have 


1 Wholesale Prices, 1890-1922; U.S. Bur. Labor Statistics, p. 9, 
1923. 
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increased in the same ratio. Assuming that the 
change in the purchasing power of money is the only 
change, competition would tend to keep all indi- 
viduals and all classes of the community in the 
same relative position to one another. In order that 
this condition should be realized, it would be neces- 
sary that money incomes of all sorts should change 
in the same ratio as prices, and, therefore, the 
money outlay of every establishment for wages, 
materials, and other items incident to production 
cost should also change in the same ratio. Hence, 
if this change in the purchasing power of money is 
international, it would be necessary, in order to 
maintain the domestic and foreign producers in the 
same relative position to one another, to change a 
specific duty in the same ratio as the change in index 
numbers. 

The duty on Cuban 96° centrifugals under the 
Act of 1913 was about 1 cent per pound, the Cuban 
marginal cost, ec. and f. New York, was about 2.8 
cents per pound, and the marginal cost in the several 
regions of domestic production was about 3.8 cents 
per pound after making proper allowance for trans- 
portation charges. The rate of 1 cent, therefore, 
was sufficient to maintain all domestic establish- 
ments whose costs did not exceed 3.8 cents per 
pound. Other things being equal, the costs of all 
Cuban and domestic establishments should now be 
increased in about the ratio of 1.5 to 1. Hence the 
Cuban marginal cost should now be 4.2 cents per 
pound and the domestic marginal cost 5.7 cents per 
pound, Hence the rate which would be required to 


——. 
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maintain the same domestic establishments that 
were formerly maintained at the rate of 1 cent per 
pound would now be 1.5 cents per pound (5.7 —4.2). 

The tendency of marginal costs to adjust themselves 
to the duty tends, during a period of general rising 
prices, to lessen the protection implied in a fixed 
specific rate. It has just been shown that a lowering 
of the purchasing power of money, indicated by a 
period of rising prices, calls for an increase in specific 
duties if the same degree of protection is to be main- 
tained. It has also been shown (p. 117) that, 
whatever the duty, the difference between the 
foreign and domestic marginal cost tends to adjust 
itself to that rate. If, therefore, at the beginning 
of a period of rising prices a commodity is subject to 
a fixed specific duty, then when sufficient time has 
elapsed to effect an adjustment the difference 
between marginal costs will still be the fixed specific 
rate, while the rate which would afford the former 
protection should be higher by a ratio equal to the 
ratio of the later and earlier index numbers. That 
is, a lowering of the purchasing power of money 
tends to act in the same manner as a lowering of the 
rate for commodities subject to a specific duty. 

The above paragraphs apply only to specific duties. 
The protection granted under a given ad valorem 
rate automatically adjusts itself to changes in the 
purchasing power of money. In the example just 
given, if the rate in 1913 instead of being 1 cent per 
pound (the price being 2.8 cents per pound) had 
been the ad valorem equivalent, 35.72 per cent, then 
when the Cuban marginal cost and price rose to 4.2 
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cents per pound because of the decrease in the 
purchasing power of money, the same ad valorem 
rate of duty would show a specific equivalent of 1.5 
cents per pound—the result arrived at on page 129. 


IV. ADEQUATE PROTECTION FOR DOMESTIC PRODUCERS 


If full data from Cuba can be obtained the duty 
which will be adequate to protect any specific 
American vroducer can be easily determined. ‘The 
cost of production, f.o.b. factory, for this producer 
must first be ascertained; then the Cuban marginal 
cost, f.o.b. Cuba; then the transportation costs 
from Cuba and from the domestic producer to a 
competitive market. If the domestic producer in 
question is a producer of beet sugar, then the cost of 
refining and the conventional difference between the 
prices of cane and beet sugar must also be taken into 
consideration. With these data obtained, the proc- 
ess would be as follows: 

Assume that the given domestic factory is in 
Michigan and that the common market is Chicago. 
Add to the Cuban marginal cost the transportation 
charges on raw sugar from Cuba to New York, the 
refiner’s margin,! and the transportation charges on 
the refined sugar from New York to Chicago, and 
from the result subtract the customary Chicago 
differential in price between cane and beet sugar. 

1The difference between the New York duty-paid price of 96° 
centrifugals and the New York price of refined granulated. These 
data may be obtained from trade publications, and the refiner’s 


margin so obtained closely approximates the marginal cost of 
refining. 
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This final result, subtracted from the sum of the 
Michigan producer’s cost of production and trans- 
portation charges from his factory to Chicago, will 
give the duty adequate to protect the Michigan 
producer. In normal times this difference will 
approximate the difference between the cost of his 
sugar laid down in Chicago and the average price of 
beet sugar in Chicago. 

Adequate protection for the industry as a whole can 
be determined only when it has been previously deter- 
mined what proportion of the total supply should be of 
domestic production. Since domestic and Cuban 
marginal costs, f.o.b. factory, adapt themselves to 
changes in the tariff, the problem now before the 
Tariff Commission of adjusting the rate so as to 
equalize costs of production is, strictly speaking, 
indeterminate. Any rate of duty will after a lapse 
of years be found to equalize costs, if marginal costs 
are used. The adjustment is not so perfect in the 
case of average costs, but even there the difficulty 
is similar. Suppose, as a result of a cost study, 
foreign and domestic average costs are obtained and 
a rate is imposed which will equalize them; the 
imposition of this rate will in time result in a change 
in the foreign and domestic averages and will no 
longer equalize them. Moreover, if average costs 
are used, there is the further problem of deciding 
whether the rate selected shall equalize the Cuban 
average with the average for the domestic industry 
as a whole or with the least favored region of the 
domestic industry. 

Under any duty from zero up to a prohibitory 
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rate there will be a domestic industry and there will 
be imported sugars. Any rate, therefore, is ade- 
quate to protect a domestic industry, but the higher 
the rate the greater will be the proportion of the 
total domestic consumption that is of domestic 
origin. 

The question before the tariff maker, therefore, is 
not that of legislating for the extinction or survival 
of the domestic industry as a whole, but of determin- 
ing how large the domestic industry shall be. By 
increasing the duty he increases the proportion of 
domestic sugar, but he also raises the domestic 
marginal cost. That is, he invites into the field 
more and more ineffective producers, raises the 
price, and increases the burden upon consumers by 
a tax that goes largely as a gratuity (in the form of 
an increased profit) to low-cost domestic producers, 
who could survive under a lower rate of duty. His 
problem, in a nutshell, may be said to be to decide 
how great a degree of ineffectiveness it is wise, in the 
interest of national self-sufficiency, to protect. 

A considerable proportion of the domestic industry 
would survive, even if sugar were admitted free of duty. 
The statement that under any rate a domestic 
industry will survive is based on cost studies made 
by the Tariff Commission.1. These studies were 
made to show what the effect upon the domestic 
industry would have been had the provision for the 
free admission of sugar after May 1, 1916 (originally 
included in the Act of 1913) gone into effect. The 


1 Costs of Production in the Sugar Industry: U. 8. Tariff Com. 
Tariff Information Ser. 9, pp. 41-42, 1919. 
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conclusions reached by the commission were as 
follows: 


The above computations must be accepted as approxima- 
tions. It is not unlikely that under the stimulus of necessity 
many of the factories would have improved in efficiency. 
Moreover, in none of the regions were reports received from all 
of the factories. Data from the omitted factories might have 
somewhat changed the results. But, assuming the diagrams 
to be on the whole fairly typical of the industry in its several 
seats, it appears that the removal of the duty in 1916, had such 
removal been followed by a lowering of the marginal cost and 
hence of the price by the full amount of the duty and had 
normal times continued, would have resulted in the elimination 
of a considerable percentage of the domestic industry. Approx- 
imately 43.3 per cent of the production in Porto Rico; 48.6 per 
cent in Hawaii; little or none in Louisiana; and 56.8 per cent 
in the beet-sugar industry would have survived under free 
trade. 


A similar computation! based on cost studies 
made for the crop year 1917-18 showed that the 
domestic industry had at that time somewhat 
improved in competitive strength as compared with 
Cuba. 


Applying the method employed in the former case, it will be 
found that the proportions of the output which could now 
(1918) survive free sugar would be as follows: beet sugar, 
82 per cent; Hawaii, 77.7 per cent; Louisiana, 11.9 per cent; 
Porto Rico, 63.9 per cent. 


The Tariff Commission has recently (December 1, 
1923) issued a report, the result of a most thorough 
and comprehensive investigation, in which average 


1Tbid., p. 44. 
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costs of production in Cuba and regions of domestic 
production are tabulated and in which also are 
tables showing the percentage of output at progres- 
sively increasing costs. The report covers the 
years 1921 and 1922 for the Cuban, Porto Rican, 
and Hawaiian producers and the crop years 1921-22 
and 1922-23 for the Louisiana and _ beet-sugar 
producers. From this report estimates may be 
made of the percentages of the domestic industry 
which could survive the free admission of sugar at 
the present time. 

The average price of refined granulated for the 
year 1923 was 8.78 cents per pound and of raw sugar 
7 cents per pound. Assuming that if the duty were 
removed the price of sugar would decline by the full 
amount of the duty (1.7648 cents per pound on raws 
and about 1.9 on refined), then the resulting prices 
would be 6.88 for refined and 5.24 for raws. At 
these prices the percentages of the domestic industry 
that could survive would be as follows: ! 


1921-22 1922-23 


Domestic beet, about.......... 87.5 80.0 
GouIsiana, ‘A DOUt sae terete 96.0 72.0 
1921 1922 
Porto Ricos-n eee sea §1 85 
Hawattan Islands. .70.-- setts 76.5 86 


1 This was the method used in computing the percentages for 1913 
and 1918 quoted above. Because of the paucity of Cuban data 
collected the Cuban marginal cost was assumed to be equal to the 
price, f.o.b. mill—an assumption at that time substantially correct. 
At present the price is much above the marginal cost. The Tariff 
Commission’s figures take no account of interest on investment as 
an element of cost. If this were included the percentages in the 
table would be somewhat reduced. On the other hand the removal 
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The commission’s tables are reproduced in Appen- 
dix F (p. 286). In arriving at the percentages just 
given, the costs as given in the table are increased 
by the marketing costs before making the estimate. 

Since, even with prices reduced by the full amount 
of the duty, some four-fifths of the domestic industry 
could survive, it is evident that at the present 
time domestic producers are making handsome 
profits. 

The price received by Cuban producers f.o.b. 
mill during 1923 averaged about 4.85 cents per 
pound. In 1921, 825 per cent of the crop, and in 
1922 the entire crop was produced at a cost less 
than 4.85 cents per pound, the highest cost being 
3.8 cents per pound. ‘The average cost in 1921 was 
3.88 cents and, in 1922, 2 cents per pound. It is 
evident that at present prices Cuban producers also 
are making handsome profits. 

Such profits will in time tend to stimulate output 
and reduce the price. The normal limit of such a 
reduction in price should be based on the Cuban 
marginal cost of production. Previous studies indi- 
cate that the cost at which 90 per cent of the output 
is produced is approximately the marginal cost. On 
this assumption the Cuban marginal cost, f.o.b. 
mill, for the years 1921 and 1922 would be 3.86 
cents per pound. Allowing for freight differentials 
(see p. 210) and using the average of two years given 
in the commission’s tables, the percentages of the 


of the duty would not be followed immediately by a reduction of 
price by a like amount. For some time the reduction would operate 
mainly in increasing the profits of the Cuban producers. 
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domestic industry that could survive free sugar 
would be approximately: 


Per cent 
Domestic beet sugar. ......... 3. 66 
Hawaiian cane sugar...) .. .../-a eee 40 
Porto Rican cane sugar: ...-....-.))s eee 30 
Louisiana cane sugar. 2. > -. > eee 42 


The first question for the body framing a sugar 
tariff ws one of policy. It must decide what propor- 
lion of the total domestic consumption should, in the 
interest of a wise national policy, be derived from 
domestic sources. ‘The above figures tend to verify 
what the theoretical discussion has brought out: 
that protection in the case of the sugar industry is 
not a question of deciding between two alternatives 
—the extinction or prosperity of the industry as a 
whole—but is merely a question as to the relative 
magnitudes of the domestic and foreign contribu- 
tions to the total supply which will result from 
imposing different rates of duty. Before the ques- 
tion as to the adequacy of a given rate can be 
answered it must first be decided what percentage 
of the domestic consumption it is desired to derive 
from domestic sources. Some light will be thrown 
on this question by a study of the percentages of 
total consumption derived from domestic sources 
which have, in fact, accompanied the various rates 
of duty under successive tariff acts in the past. 
Such a study will be made later in this volume. 
(See pp. 162-68.) 

The body framing the tariff must also decide whether 
the adequacy of a rate should be judged with reference 
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to the industry as a whole or to its least favored region. 
If marginal costs are used in testing the adequacy 
of a given rate to maintain the domestic industry 
in any given position of importance, it should! make 
little difference whether the several regions of 
domestic production are considered separately or 
whether the domestic industry be considered as a 
whole. This is because after a lapse of time the 
marginal costs tend to become equal in all regions. 
But the averages do not necessarily tend to become 
equal. Suppose that in two regions the marginal 
cost settles at 6 cents per pound, but that in one 
region costs descend from this point to 5 cents per 
pound and in the other to only 2 cents per pound. 
Clearly, the average in the former region will be the 
higher. 

A great range of “equalizing rates” results from 
different interpretations of the law as applied to the 
Tariff Commission’s figures. Less than two months 
after the passage of the Act of 1922 the United 
States Sugar Association, representing the inter- 
ests of refiners and American investors in Cuban 
sugar properties, filed a petition with the Tariff 
Commission setting forth its belief that the duty on 
sugar provided in the act was “excessive, unwar- 
ranted, and too high” and requesting an investiga- 
tion under the flexible provision. Such an investi- 
gation was ordered and extensive data were collected. 


1Tt “should” rather than it “will.” The equalization of marginal 
costs is a long-run tendency. In a given year the marginal costs 
may differ widely. Such is the case at the present time as is shown 
by the preliminary statement of the Tariff Commission referred to 
below. 
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December 1 the commission issued a preliminary 
statement showing in tabular form the result of its 
investigation, and on January 15, 1924, it began to 
hold public hearings. 

The tables most important for the present inquiry 
are reproduced in Appendix F. They show for the 
years 1921 and 1922! the average costs per pound 
of producing sugar in Cuba and in the several regions 
of domestic production, segregated with respect to 
costs of cane or beet, of manufacturing, for repairs 
and maintenance, for administration, and for fixed 
charges. They show also marketing costs and 
totals. Other tables show for each region the per- 
centage of the output which can be produced at or 
under various progressively increasing costs. 

The investigation was comprehensive and thor- 
ough; the Tariff Commission’s agents visited the 
factories and inspected the books; returns were 
obtained from factories covering a high percentage 
of the output in all regions. It would seem that if 
an equalizing rate could be determined by a mathe- 
matical process the data were adequate. 

Yet, by the irony of fate, the commission could 
hardly have chosen two successive years which would 
throw so wide open the doors to controversy in 
regard to so many questions: On which year should 
the comparison be based, or should it be based on 
an average or on a year more recent than either? 


1 Stated more accurately, the year “1921” means the crop year 
1920-21 for Cuba, Hawaii, and Porto Rico and the crop year 1921-22 
for Louisiana and domestic beet. The year ‘‘1922” means the crop 
year 1921-22 for Cuba, Hawaii, and Porto Rico, and the crop year 
1922-23 for Louisiana and domestic beet. 


wy 
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What type of cost should be used, average or margi- 
nal? What disposition should be made of transpor- 
tation charges? Should interest on capital invest- 
ment be counted as a cost? Differing answers to 
each of these questions would result in widely differ- 
ing “‘equalizing duties.”’ 

The year chosen for comparison affects the ‘“‘ equaliz- 
ing rate.” If, without allowing for interest or 
marketing costs, the average costs f.o.b. mill be 
taken as a basis, then for 1921 the ‘‘equalizing duty” 
should be —0.3793 for domestic beet, 0.4258 for the 
Hawaiian Islands, 0.9304 for Porto Rico, and 
—0.0793 for Louisiana, the simple average of which 
is 0.2244. That is, at costs prevailing in that year, 
in order to equalize costs between Cuba and domestic 
beet or Louisiana, a bounty should have been paid 
to Cuba, and the duty essential for the domestic 
industry as a whole should be only 0.2244 of a cent 
per pound against Cuba. On the other hand, if 
1922 be taken as a basis, the ‘‘equalizing duty” 
should be 2.3934 for domestic beet, 1.9758 for the 
Hawaiian Islands, 1.9479 for Porto Rico, and 2.6866 
for Louisiana, the simple average of which is 2.2509 
cents per pound against Cuba. 

The price of sugar affects the cost of producing 
sugar. ‘The reason why so great a disparity hinges 
on the choice of year calls for explanation. It is 
due chiefly to the custom of paying for raw material, 
cane or beets, a price dependent on the price of 
sugar. In Cuba the centrals*pay the colonos for 
cane in terms of so many pounds of sugar (at the 
f.o.b. Cuban port price) per ton of cane, the price 
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being the average of the prices within two weeks of 
the delivery of the cane. A similar method prevails 
in Louisiana and Porto Rico. Beet farmers are 
paid a basic price plus a sliding scale increment 
based on the price received by the factory for refined 
sugar. In the Hawaiian Islands also laborers 
receive a basic wage plus a bonus graduated accord- 
ing to the price of sugar. 

The application of these methods of payment to 
the present case becomes apparent when taken in 
connection with the prices of sugar prevailing during 
the periods covered by the commission’s statement 
when the several crops were being harvested and 
paid for. These prices may be briefly summarized 
as follows: 


AVERAGE New York Price IN CENTS PER PoUND 


1920-21 | 1921-22 | 1922-23 


96° centrifugals, ec. and f.: 
December 1 to June 1—Cuban 
CLOD i s8 okie eee 4 38 2.24 5.00 


1921 1922 1923 


September 1 to December 31— 
Touisiana Crop ace eee 2.52 3.65 5.51 
Refined granulated: 
September 1 to December 31— 
domestic beet crop............ 5.38 6.86 8.97 


It will be seen that the price of raw sugar in 
1921-22 during the period in which the Cuban cane 
crop was being harvested and paid for was much 
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lower than for the corresponding period of 1920-21 
(2.24 against 4.38), while the price both of raw and 
refined sugar in 1922 during the period in which the 
Louisiana cane and domestic beet crops were being 
harvested and paid for was much higher than for the 
corresponding period of 1921 (raw, 3.65 against 2.52; 
refined, 6.86 against 5.38). Hence, since the price 
of sugar is reflected in the price of cane or beets, and 
since the cost to the factory of cane or beets consti- 
tutes some 60 per cent of the total cost of producing 
sugar, it follows that the Cuban cost was high rela- 
tively to domestic costs in 1921 and low in 1922. 
This is the chief cause of the great disparity shown 
between the ‘‘equalizing rate” computed for 1922 
and that computed for 1921. 

The method pursued by the commission in 
obtaining the cost of producing sugar is open to the 
objection that except in cases where the factory 
produces its own cane or beets no account is taken 
of the actual costs in the agricultural stage of the 
industry. In place of these agricultural costs it 
substitutes as the cost of cane or beets the amount 
paid by the factory to the independent grower. As 
this payment depends on the selling price of sugar 
when the cane or beets are delivered, it may be much 
above or below the actual cost of production. 

In the discussion of the sugar duty in Congress 
so much emphasis was placed upon the protection 
of the agricultural stage of the industry that it is 
evident that members held the-view that it was the 
duty on sugar rather than the duty on cane or beets 
which was to afford efficient protection to the farmer. 
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It would therefore seem a logical conclusion that in 
comparing costs under the flexible provision of the 
tariff the commission should have treated the 
industry as a unit and ascertained the actual costs in 
its agricultural as well as in its manufacturing stage. 

In explanation of the commission’s method it 
may be said that the task of ascertaining agricultural 
costs is one of vast magnitude and attended with 
much uncertainty, and that possibly in the long run 
the average price paid for beets or cane will not be 
very far from the cost of producing them, including 
the current rate of agricultural profits. Neverthe- 
less, when this method is followed it represents the 
cost of producing sugar as being in part determined 
by the price paid for sugar in the market. From 
this it follows that if the price of sugar is increased 
by the tariff the ‘‘ cost of producing sugar” willalso be 
apparently increased and the increased duty justified. 

The type of cost used, the treatment of transporta- 
tion costs, and the interest on investment also affect the 
“equalizing rate.’ Even if marginal costs had 
become normal an equalizing rate based on marginal 
costs would probably be greater than one obtained 
by comparing the Cuban average with the average 
cost of producing the entire domestic output con- 
sidered as a unit. At present, marginal costs in the 
several regions of domestic production are far from 
equal, and hence a rate obtained by comparing the 
Cuban marginal cost with the highest domestic 
marginal cost will show an even greater disparity. 
If domestic regions show a greater investment per 
pound of sugar produced than Cuba then a greater 
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“equalizing rate’? would result from the inclusion 
of interest on investment as an item of cost of 
production than would result from its exclusion. 
If transportation charges to competing points are 
greater for the domestic industry than for Cuba 
then the equalizing duty will be increased by includ- 
ing such charges among costs of production. 

How the Cuban and domestic interests interpreted 
the act at the hearings. At the public hearings 
(January 15-24 inclusive) there was some difference 
of opinion among the representatives of the domestic 
interests with respect to transportation charges and 
interest on investment. The Hawaiian interests, 
having high transportation costs and heavy invest- 
ment, thought these items should be included. 
Others thought such inclusion impracticable. But 
the representatives of the domestic interests were 
unanimously of the opinion that the only rational 
interpretation of the intent of Congress called for a 
comparison based on ‘“‘bulk-line”! costs for the 
year 1922. They held that the duty should be 
sufficient to protect the industry in its highest-cost 
region and that this end could only be attained by 
using the ‘‘bulk-line” cost. They further held that 
the year 1922 should be used as being the most 
recent year for which the Tariff Commission had 
obtained data. The representatives of the Cuban 
and refining interests, on the other hand, asked that 
the ‘‘equalizing duty” be based on a weighted 
average of all Cuban costs ds compared with a 


1The term “bulk-line” as used at the hearings is synonymous 
with the term “marginal” as used in this study. 


144 SUGAR IN RELATION TO THE TARIFF 


weighted average of all domestic costs considered 
as a unit (irrespective of regions) and that the crop 
year 1922-23 for both domestic and Cuban sugars 
should be used. They further asked that the Philip- 
pine Islands, from which the commission had as yet 
secured no data, be included as a region of domestic 
production. They urged that the act called for a 
rate sufficient to equalize costs of domestic sugars— 
not Michigan or Louisiana sugars, for instance— 
with foreign sugars, and that the most recent data 
be used. They had themselves already submitted 
a large amount of data for 1922-23, and they asserted 
that the remainder could be quickly procured. 

An equalizing rate based on bulk-line costs for the 
year 1922 is shown by the commission’s preliminary 
statement (assuming a cost which covers 90 per 
cent of the output to be the bulk-line cost) to be, in 
cents per pound, 2.29 for the Hawaiian Islands, 
2.63 for Porto Rico, 2.86 for Louisiana, and 2.92 for 
domestic beet. If the highest-cost region (domestic 
beet) be made the basis for fixing the rate, the 
“equalizing duty” would therefore be 2.92 cents 
per pound. As, however, the President is not per- 
mitted by the act to raise or lower the rate by more 
than 50 per cent, he would (if on the advice of the 
commission he accepted the interpretation of the 
act made by the domestic producers) fix the rate at 
50 per cent above the present rate; that is, at 2.6472 
cents per pound. 

What rate would result from adopting the inter- 
pretation made by the Cuban representatives can 
only be estimated. No figures have been collected 
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from the Philippine Islands, and the commission 
has as yet published no figures for the crop year 
1922-23 from Cuba, Porto Rico, or Hawaii. Figures 
for Louisiana and domestic beet for that year are 
shown in the commission’s statement.! 

Referring to the table of prices on p. 140 it will 
be seen that the price of raw sugar from December 1, 
1922, to June 1, 1923, was slightly higher than for 
the same period in 1920-21; and it may be con- 
jectured that the cost of producing sugar in 1922-23 
was not greatly different in Cuba, Porto Rico, and 
the Hawaiian Islands from the cost in 1920-21. 
Using, therefore, the average costs of 1920-21 for 
Cuba, Porto Rico, and the Hawaiian Islands and 
the 1922-23 costs for domestic beet and Louisiana 
cane, the equalizing rate would be, in cents per 
pound, 0.48 for the Hawaiian Islands, 0.93 for 
Porto Rico, 0.80 for Louisiana, and 0.51 for domestic 
beet. Applying to these figures an average weighted 
in accordance with output, the resulting ‘‘ equalizing 
rate” would be 0.61. As a reduction from the 
present rate to 0.61 of a cent per pound would be a 
reduction of more than 50 per cent, the President, 
if on the advice of the Tariff Commission he accepted 
the Cuban representative’s interpretation of the 
act, would presumably reduce the rate 50 per cent, 
that is to 0.8824 of a cent per pound. 

It is evident that interpretation of the act leaves 
considerable latitude to the commission. 


1Tt will be noted that the Cuban request was to use in connection 
with the 1922-23 beet and Louisiana crop the Cuban, Porto Rican, 
and Hawaiian costs for the crop following instead of preceding that 
crop—as was asked by the domestic interests. 
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The adoption of either the domestic or Cuban plan 
would call for a speedy reopening of the case. ‘The 
act requires the President, on receiving the findings 
of the Tariff Commission that the duty does not 
equalize costs of production, to change it (within 
the specified limits) so that it shall equalize such 
costs. The most recent costs for which full data 
have been obtained are those of the year 1922, but, 
as shown above, an equalizing rate based on that 
year would be far above the difference between costs 
of production for the crop year 1922-23; and there 
is reason for believing, since the price of sugar in the 
fall and winter of 1923 was much higher than in the 
same period of 1922 (see p. 140), that the latter 
difference would be much less than the difference 
for the year 1923. Therefore, were the President to 
raise the rate in accordance with the plan proposed 
by the domestic interests, it would be necessary to 
lower it as soon as full returns were in for the crop 
year 1922-23, and then probably raise it again as 
soon as Louisiana and domestic-beet returns were in 
for the 1923-24 crop. This would undoubtedly 
satisfy the conditions of a “flexible tariff” but it 
would be a result to be deplored by both domestic 
and Cuban interests, especially as (owing to the long 
time required for collecting and tabulating data) the 
rate would be fixed upon conditions of past history 
which were no longer applicable to existing conditions. 

The rate should be adjusted with a forward look to 
stabilizing the industry. The difficulty referred to at 
the close of the last paragraph can not be wholly 
avoided. A rate determined in accordance with the 
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provisions of the act must be based upon past con- 
ditions—and conditions are constantly changing. 
It is believed, however, that price conditions in 
both of the years shown in the commission’s pre- 
liminary statement were highly exceptional. An 
“equalizing rate”? based on the year 1921 would be 
entirely inadequate for the domestic industry, while 
a rate based on the year 1922 would err as much in 
the opposite direction in being unnecessarily high. 
From such evidence as is afforded by sugar prices 
(see p. 140) the crop year 1922-23 (asked for by the 
Cuban interests) would approximately duplicate 
conditions of 1921. In the interest of stabilizing 
the industry the President and the Tariff Com- 
mission might overlook slight departures of the 
established rate from an ‘‘equalizing rate” deter- 
mined from year to year, in the expectation that 
disparities would tend to neutralize each other. 
They could, however, hardly overlook such dis- 
parities as would result from fixing a rate based on 
any of the single years for which data have been 
secured or are shortly to be secured—that is, 1921, 
1922, or the crop year 1922-23. 

There is considerable evidence that a rate based on 
an average of the costs for 1921 and 1922 would be 
such a stabilizing rate. 

If the commission should decide to use an average 
of the costs for 1921 and 1922, the question will still 
remain whether the rate should be based on a 
weighted average for all regions as proposed by the 
Cuban interests or on marginal costs as proposed by 
the domestic interests. 


148 SUGAR IN RELATION TO THE TARIFF 


On the first hypothesis, averaging the commis- 
sion’s figures for 1921 and 1922, taking f.o.b. mill 
costs, excluding interest on investment, but includ- 
ing marketing expenses, with allowance (in the case 
of domestic beet only) for transportation of Cuban 
sugars to Chicago after being refined, the equalizing 
rate in cents per pound would be: domestic beet, 
0.96; Hawaiian Islands, 1.44; Porto Rico, 1.44; 
Louisiana, 1.12; weighted average, 1.22. 

On the second hypothesis, using marginal (bulk- 
line) costs (on the assumption that the marginal 
cost is the cost at or under which 90 per cent of the 
output in each region can be produced), allowing 
for marketing expenses and (in the case of domestic 
beet only) for transportation of Cuban sugars to 
Chicago after being refined, the equalizing rate 
would be in cents per pound: domestic beet, 1.15; 
Hawaiian Islands, 1.66; Porto Rico, 1.63; Louisiana, 
0.96.1 

If, following the suggestion of the domestic inter- 
ests, the highest rate be taken the equalizing duty 
would become 1.66 cents per pound. It must be 
remembered, however, that under the operation of 

1 In the estimates just made the beet-sugar industry was taken as 
a whole. For some years the Tariff Commission has printed tables 
segregating the costs of producing beet sugar by regions—Pacific, 
Mountain, and Eastern. In these tables the Eastern region is 
shown to be at a considerable disadvantage as compared with the 
other two. The cost of producing beet sugar in Michigan and the 
surrounding States is shown to be some 0.7 of a cent per pound 
greater than elsewhere. In previous reports Louisiana also is 
shown to be at a disadvantage compared with other regions of domes- 


tic production. In the most recent and comprehensive data col- 
lected, however, Louisiana shows to good advantage. 
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economic law the marginal costs in all regions tend 
to become equal. It-is probable that the present 
disparity indicates that in some regions the marginal 
cost is above and in other regions below normal. 
An average of rates based on marginal cost would be: 
simple average, 1.35; weighted average, 1.37. 

Another method would be to array the costs 
factory by factory for the entire domestic produc- 
tion without reference to regions, and use as the 
marginal cost the cost at or under which 90 per 
cent of the entire output could be produced. It is 
probable that this method would yield a result 
about the same as that given in the text as having 
been obtained by averaging the marginal costs. 

An average of the average costs for previous 
years for which the commission has collected data 
(pre-war, 1916-17, 1917-18, 1918-19, see p. 286) in- 
dicates a rate of about 1.25 cents per pound as the 
“equalizing rate.’ It will be recalled that at the 
time the Act of 1913 was enacted the rate of 1.0048 
cents per pound appeared to be sufficient to stimu- 
late the domestic industry to increased output and 
that, on the theory that costs had increased in all 
regions in the same ratio as index numbers, a rate 
of 1.5 cents per pound now would be equivalent to 
a rate of 1 cent per pound then. A study of the 
commission’s most recent figures leads to results not 
greatly dissimilar. 

It is believed that a rate of from 1.25 to 1.50 cents 
per pound would stabilize theindustry and would 
afford adequate protection to all efficient domestic 
producers. 


CHAPTER VI 


EFFECTS OF TARIFF CHANGES ON PRICES AND 
THE GROWTH OF THE DOMESTIC INDUSTRY 


It is comparatively easy to trace by economic 
reasoning the logical effects of a change in the duty. 
It is extremely difficult to verify this reasoning by 
an appeal to experience in any specific case. So 
many other factors are involved that the effect of 
the change in the tariff can not be isolated. To 
mention only a few of the disturbing factors: there 
may be a strong and steady increase in demand, 
new and highly productive regions may be opened 
to cultivation, changes may occur in the purchasing 
power of money, or a large surplus stock may be 
accumulated. Any one or all of these factors may 
contribute to the result (as shown by a simple com- 
parison of changes in duties with changes in prices) 
to such an extent that the effect logically due to the 
change in the duty is altogether obscured. 

In spite of the difficulties mentioned above a 
statistical study will be attempted of the tariff acts 
from 1890 to 1922 inclusive, in their bearing upon 
prices, imports, and the growth of the domestic 
industry. The study should prove instructive in 
many ways—in none more so than in showing the 
futility of the direct comparison of tariff changes 


and prices mentioned above. Such comparisons, 
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unfortunately, are extremely popular in political 
discussions. Advocates of protection are wont to 
point to instances where an increase in duty has been 
followed by stationary or even declining prices and 
to argue that such figures prove that protection is 
no injury or is even a benefit to consumers. Oppo- 
nents of protection have had no difficulty in finding 
figures which to themselves are equally convincing. 
The subject will be treated under the following 
four heads: I. Tariff changes and prices, 1890-1919. 
II. Tariff changes and domestic production, 1890- 
1919. III. Special study of the acts of 1921 and 
1922 with reference to prices, imports, revenue, and 
domestic production. IV. Effect of changes in the 
duty on raw sugar upon the price of refined sugar. 


I. TARIFF CHANGES AND PRICES, 1890-1923 


The discussion may be begun by calling attention 
to Table XI, which shows the rates of duty under 
successive acts and the average real (see p. 153) 
and money prices of sugar during their continuance. 

Direct comparison of price changes and tariff 
changes is futile. It will be recalled that an increase 
in duty should normally be followed by an increase 
in price by an amount somewhat less than the 
increase in duty, and that a decrease in duty should 
normally be followed by a decrease in price by an 
amount somewhat less! than the decrease in duty 

1 The qualification ‘‘somewhat less” ‘applies more particularly to 
changes after the Cuban preference was granted in 1903. Before 


that date the increase or decrease in price should normally be very 
nearly equal to the full increase or decrease in the duty. 
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(see pp. 119-22). The following paragraphs will 
show to what extent such expectations have, in 
fact, been realized and when not realized how the 
departure is to be explained. 


TABLE XI.—Tarirr CHANGES UNDER SuccEssiv—E ACTS AND 
Suaar PRICES DURING THEIR MAINTENANCE 


1 2 3 4 5 6 7 8 
Sea E 
“sp T| =i Saeed 
Zs | +) | 2 | fo ees 
Period | SB, | S3 B | 53 1,88|Sonlaaa 
‘Ssaq]| ae > | 22 |aoelRSdiase 
o fs 5 8 o $8 |88 S| Pee Ses 
a) 2 oO | = ie) gl | ow 42 
BOR ou S Sige) Beat Ser Bas 
em = pi a em Ay 
1890-1894 |Free; | ...... 3.66 100.0 
bounty 
2¢ per lb. 
1894-1897 |40 p.c.=|+0.8000) 3.42 |—0.24|— 6.5/104.5 |+ 4.5 
+0.8 ¢ 
1897-1903 | 1.6850 |+0.8850] 4.08 |+0.66/+19.3/108.3 |+ 3.8 
1903-19132] 1.3480 /—0.3370] 3.99 |—0.09/— 2.2] 88.6 |—19.7 
1913-1919 | 1.0048 %|—0.3432] 5.22 |+1.23!+30.8] 86.9 |— 1.7 
1921-1922 | 1.60002/+0.5952| 4.34 |—0.88/—16.9| 62.0 |—24.9 
1922-1923 | 1.7648°/+0.1648| 6.37 |+2.03/+46.8! 84.9 |+22.9 


2In 1903 the reciprocity treaty with Cuba went into effect, giving Cuban 
sugar a 20 per cent reduction from the full-duty rate established by the Act 
of 1897. No change was made in the Act of 1909; hence, this act does not 
appear in the table. 

> Cuban rate, 20 per cent less than full-duty rate. 

© Money price, divided by Bureau of Labor index numbers of wholesale 
prices and reduced to percentages of an assumed 100 per cent for the price 
under the Act of 1890. 


Even a superficial glance at the table shows the 
utter futility of any attempt to determine the effect 


—. 
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of changes in the tariff on the price of sugar by a 
simple comparison of the change in the tariff with 
the change in the money price. Not only does the 
change in price bear no quantitative relation to the 
change in duty, but in three of the six periods given 
the change in price is not even in the same direction 
as the change in duty. Under the Act of 1894 the 
duty is 0.8 of a cent higher than under the Act of 
1890, but the price averages 0.24 of a cent lower. 
Under the Act of 1913 the duty is 0.3432 of a cent 
lower than under the preceding act, but the price is 
1.23 cents higher. Under the Act of 1921 the duty 
is 0.5952 of a cent higher than under the preceding 
act, but the price is 0.88 of a cent lower. 

One factor tending to obscure the effect upon 
prices of changes in the tariff, namely, changes in 
the purchasing power of money, can be partly elim- 
inated by the use of index numbers. The “money 
prices” in column 4 of the table were first divided 
by the Bureau of Labor index numbers of wholesale 
prices for the corresponding periods, and the results 
were then reduced to percentages of an assumed 
100 per cent for the period 1890-94. The per- 
centages so obtained are found in column 7 under 
the head of ‘“‘real prices.” To illustrate the sig- 
nificance of column 7, we may compare prices for 
the period 1903-13 with prices for the period 1890- 
94. The ‘‘money price” has risen from 3.66 to 
3.99, an increase of 9 per cent, but the ‘‘real price,” 
that is, the price of sugar in terms of the general 
run of commodities, has fallen from 100 to 88.6, a 
decline of 11.4 per cent. In the latter period it 
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takes more money to buy a pound of sugar but less 
of other things. Since money is merely the medium 
with which things having a real value-in-use are 
exchanged for one another, sugar, though apparently 
dearer, is ‘“‘really’”’ cheaper in the latter period than 
in the former. 

Referring to the table, it will be seen that when 
the effects of changes in the purchasing power of 
money are eliminated the changes in price (columns 
7 and 8) are in the same direction as changes in the 
duty (columns 2 and 3) under every act except the 
Act of 1921. Abnormal conditions in the years 
1920 and 1921 (see p. 169), are sufficient to account 
for this exception. 

Prices Compared by Acis.—In the following para- 
graphs an attempt will be made, in comparing 
price changes with tariff changes, act by act, to 
eliminate the effects upon prices due to other factors 
and show the effect due to the change in the tariff 
alone. 

1894-97 —Referring to the table, it will be seen 
that the Act of 1894 raised the rate of duty about 
0.8 of a cent per pound above the rate of the Act of 
1890. The average money price during the period 
of the Act of 1894 was actually 0.24 of a cent per 
pound less than under the Act of 1890. If, how- 
ever, real prices are studied, it is seen that there 
was a rise in the price of sugar as compared with 
other commodities from the figure 100 to the figure 
104.5, or 4.5 per cent. The period under considera- 
tion was marked by a business depression which 
was world-wide, but which was more severe in the 
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United States than elsewhere. General prices in 
the United States were about 14 per cent lower 
during the period of the Act of 1894 than during the 
period of the Act of 1890, while in England the differ- 
ence was only about 10 per cent. But during both 
periods the world price in sugar was fixed in the 
Hamburg market, which was virtually the London 
market. It would appear that the decline in the 
world price of sugar was a little more than sufficient 
to neutralize the increase in duty and hence that in 
spite of the increase in duty the money price under 
the Act of 1894 was actually slightly lower than 
under the Act of 1890. But since the general price 
level in the United States fell more than the world 
price of sugar, the “‘real price”’ of sugar appeared to 
rise. Moreover, the Act of 1894 was of short dura- 
tion. It takes some time for marginal costs to adapt 
themselves to changes in the tariff (p. 124). It is 
not unlikely that for a year or more foreign produc- 
ers, in order to dispose of their stock, sold sugar in 
the United States at a price somewhat lower than 
they would have obtained had the duty not been 
raised; that is, that in part the duty was paid by 
the foreign producers. 

1897-1903.—In 1897 the duty was raised 0.885 
of a cent above the rate of the Act of 1894. During 
the period from 1897 to 1903, when the Cuban 
reciprocity treaty went into effect, the average money 
price of sugar was 0.66 of a cent higher than it had 
been under the Act of 1894—an amount approxi- 
mating the change in duty and apparently corrob- 
orating the theory. It will be noted, however, that 
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this increase of 0.66 of a cent in money price is an 
increase of 19.3 per cent, while the corresponding 
increase in real price is only 3.8 per cent, and it is 
the change in real price which should be the more 
significant. Again, the disparity may, in part, at 
least, be accounted for by the difference between 
the changes in foreign and domestic price levels. 
The period was one of business recovery both in the 
United States and England, but just as the depres- 
sion had been greater and deeper in the United States 
so was the recovery more rapid and more complete; 
English price levels advanced about 5 per cent while 
American price levels advanced about 15 per cent. 
Hence, as sugar prices tended to conform more 
nearly to English price levels, the sharp advance in 
American price levels made the advance in the price 
of sugar in terms of other commodities less apparent. 
Again, during this period the trend in ‘‘real”’ prices 
was decidedly downward, due presumably to im- 
proved methods and processes. This downward 
trend would, of course, tend to neutralize the 
increase in price normally to be expected from the 
increased duty. 

1903-13.—In 1903 the duty on Cuban sugar was 
reduced 0.337 of a cent per pound and no further 
change in rate was made until 1913. During this 
period the average money price was 0.09 of a cent 
per pound lower than during the period 1897-1903, 
a reduction of only 2.2 per cent—much less than the 
reduction in duty. The reduction in real price, 
however, was 19.7 per cent (about 0.8 of a cent), a 
reduction much greater than the reduction in duty. 
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The fact that the money price remained practically 
stationary may be accounted for by the general 
upward trend in price levels during the entire period. 
English price levels rose about 10 per cent, an 
amount just about sufficient to neutralize the slight 
reduction in the duty on Cuban sugar. Moreover, 
for several years full-duty sugar continued to be 
imported in large quantities, tending to establish 
the New York price. So long as this situation con- 
tinued the Cuban producer accepted the going price 
and added the reduction in duty to his own profits. 
Eventually this bonus to Cuban producers so stimu- 
lated the Cuban industry that competition reduced 
the price below that at which other foreign producers 
could afford to sell in the American market. Not 
until this period arrived did the reduction in duty 
have any tendency to reduce the duty-paid price. 
While the English general price level was advancing 
10 per cent, as above stated, the American general 
price level was advancing about 20 per cent. Hence, 
while the money price of sugar remained nearly 
stationary, the value in terms of other commodities 
fell, thus partly accounting for a drop in “‘real price”’ 
by an amount more than double the slight decrease 
in Cuban duty. The general downward trend of 
real prices, due presumably to improved methods 
and processes, is probably also responsible in part 
for the fact that real prices declined so much more 
than is to be accounted for by the change in 
duty. 

1913-19.—The Act of 1913 reduced the rate of 
duty on Cuban sugar 0.3432 of a cent per pound. 
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From January, 1914, to December, 1919, the average 
money price was 1.23 cents per pound higher than 
during the preceding period, while the average real 
price was 1.7 per cent (about 0.07 of a cent lower). 
The act continued in effect until May 27, 1921, but 
during the years following 1919 the conditions in the 
sugar industry have been so abnormal that this 
period will receive special treatment in another 
place. (See p. 169.) The increase in money price 
of 1.23 cents per pound, above mentioned, is obvi- 
ously due to war conditions. A rapid advance was 
taking place in the price level of commodities in 
general, an advance in which sugar shared. In 
comparison with the forces tending to influence 
prices set loose by the war, the change in the rate of 
duty was unimportant. It is nevertheless signifi- 
cant that, when ‘“‘real prices’”’ are considered, the 
fall in the price of sugar was in the same direction as 
the change in the rate of duty. 

A general downward trend of prices, due chiefly to 
improved methods of production, may be observed dur- 
ing the whole period 1890-1917. Both real and 
money prices fluctuated considerably from month 
to month and from year to year during the several 
periods just considered; but it is significant that 
during each of these periods (except the brief three- 
year period covered by the Act of 1894) and during 
the entire period from 1890 to 1917 inclusive, con- 
sidered as a unit, the trend of real prices was down- 
ward. During this period rates of duty varied from 
zero (with a bounty of 2 cents per pound) under the 
Act of 1890 to 1.685 under the Act of 1897, yet the 
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only change in duty that was sufficient to arrest 
this general tendency of real prices downward was 
the increase in duty from zero to 40 per cent (0.8 of 
a cent per pound) imposed in 1894; and even during 
the three-year duration of this act the trend was 
only slightly upward. (See fig. 3.) The natural 
interpretation is that during the twenty-seven years 
improvements in methods and processes of sugar 
production were steadily progressing, and progressing 
more rapidly than was the case with commodities in 
general. 

The causes resulting in this downward trend were 
more than sufficient to counteract the normal tendency 
of increasing demand to raise the marginal cost. The 
evidence afforded by the downward trend of ‘‘real’’ 
sugar prices from 1890 to 1917 makes it necessary to 
modify to some extent the statements made in regard 
to marginal cost on pages 110-114. Following the 
usually accepted. line of economic reasoning, it was 
there assumed that when a commodity was produced 
by competing establishments at varying costs, as 
was shown to be the case with sugar, an increased 
output could be produced only at an increased mar- 
ginal cost. It was assumed that competition would 
impel producers to appropriate lands in their order 
of productiveness, and hence that at any given time 
all the sites most available for the purpose in hand 
would have been already appropriated, and hence 
that in order to increase the output it would be 
necessary to resort to less available sites on which 
the cost of production would be greater. Those 
inferior sites would not be used until the increased 
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demand had raised the price sufficiently to justify 
producing at the increased cost. This increased 
cost would now become the new marginal cost; 
that is, the marginal cost would be raised. 

It is doubtful, however, if lands are appropriated 
in their order of productiveness with any such 
mathematical precision as the above reasoning 
would lead one to suppose; moreover, the theory 
overlooks the counteracting tendency to lower 
marginal costs arising from discovery and inven- 
tion. Competition stimulates all producers to 
lower their costs and results in improved methods, 
improved machinery, and the opening of new regions. 
It is clear that in the sugar industry during the 
twenty-seven years under discussion this latter set of 
forces has on the whole prevailed over those tending 
to raise the marginal cost; and hence that the 
vastly increased output of sugar has been attained 
not only without raising the marginal cost but 
actually with its lowering. 

The same causes also obscured the effect of tariff 
changes. It was stated (p. 120) that an increase in 
the duty on sugar tended to raise the marginal cost 
and hence the price. The last paragraph makes it 
clear that the forces tending to lower marginal cost 
may be sufficient to prevail over the tendency to 
raise marginal cost brought about by the increase in 
duty and that hence the price of sugar after the 
increase in duty may actually be lower than it was 
before. Unless, however, it can be shown that the 
tariff caused the existence of the forces tending to 
reduce marginal cost, it may still be confidently 
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stated that the price was higher than it would have 
been had the duty not been raised. 

An interesting example occurred in connection 
with the Act of 1897. This act raised the rate of 
duty about 0.885 of a cent per pound. In the year 
following (see fig. 3) the ‘“‘real’’ price rapidly rose 
until it was higher by just about the figure 0.8 than 
it had been during the last year of the preceding act. 
From this time on, however, there was a decided 
downward trend so long as that rate remained in 
force. In 1902, just before the Cuban preference 
went into effect, the “‘real”’ price was lower than it 
had been any year under the preceding act. This, 
however, by no means proves that it would not have 
been still lower had the duty not been raised. 

Allowing for disturbing factors, prices tend to follow 
tariff changes as expected. The conclusion derived 
from the above comparison of prices with rates of 
duty under successive acts is necessarily somewhat 
negative. It has been impossible to isolate the 
changes in price due to tariff changes entirely from 
changes due to other causes. By the use of index 
numbers and the reduction of ‘““money”’ prices to 
“‘real”’ prices, the effect of changes in the purchasing 
power of money has been partly eliminated; but the 
fact that foreign index numbers followed a some- 
what different course from domestic index numbers 
has introduced a disturbing element. And, again, 
the general but not uniform tendency to lower 
prices resulting from improved’ methods, invention, 
and the opening of new fields obscured the logical 
effects of the tariff. It is highly probable that at 
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times prices were influenced by speculation and 
perhaps by combination, and they were certainly 
affected by the war. In spite of these uncertainties 
it is to be noted that ‘‘real’”’ prices did in the main 
move in the direction logically to be expected from 
the preceding change in the tariff, though the mag- 
nitude of the price change bore little relation to the 
magnitude of the tariff change. Of course, during 
the whole period the duty-paid price in New York 
differed from the c. and f. price by virtually the 
amount of the duty. This, however, is inconclusive, 
as the vital question is whether the change in duty 
affected the duty-paid price or the ec. and f. price; 
that is, whether it affected the domestic consumer 
or the foreign producer. This, at least, may be 
said positively: nothing has been brought out from 
the statistical study of prices inconsistent with the 
statement that an increase in duty tends to increase 
the price to the consumer and a decrease in duty 
tends to lower the price to the consumer. 


Il. TARIFF CHANGES AND DOMESTIC PRODUCTION, 
1890-1919 


It was shown in Chapter V (p. 121) that an 
increase in the duty tended to increase the propor- 
tion of the total domestic consumption derived from 
domestic sources and to diminish the proportion 
derived from foreign sources. Table XII and 
figures 4 and 5, which are diagrams plotted from 
Table XII, may be studied in this connection; 
the yearly data are fitted, by tariff acts, with 
straight-line trends. (See pp. 163-165.) 
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TABLE XII.—Torat Yrarty Domestic PRropucTION, AND THE 
PERCENTAGE OF ToTat Domestic ConsuMPTION DERIVED ReE- 
SPECTIVELY FROM ForREIGN AND Domestic Sourcss, 1890 To 


1922 
Metal domestia Per cent domestic consumption from 
Year production 
(in 1,000 tons) Domestic sources | Foreign sources 

1890 480 31.4 68.6 
1891 591 26.8 (73.2 
1892 627 24.5 75.5 
1893 698 26.5 13.5 
1894 714 25.9 74.1 
1895 794 28.4 71.6 
1896 787 27.4 72.6 
1897 847 27.2 72.8 
1898 833 34.7 65.3 
1899 706 25.1 74.9 
1900 612 25.9 74.1 
1901 850 34.6 65.4 
1902 1,056 34.0 66.0 
1903 1158 40.8 59.2 
1904 1,062 35.8 64.2 
1905 1,281 41.5 58.5 
1906 1,413 40.6 59.4 
1907 1,431 43.4 56.6 
1908 1,649 49.7 50.3 
1909 1,650 50.0 50.0 
1910 1,799 48.9 b1e1 
1911 1,930 52.0 48.0 
1912 2,098 49.4 50.6 
1913 2,028 46.3 53.7 - 
1914 2,276 45.0 55.0 
1915 2,252 51.0 49.0 
1916 2,371 54.0 46.0 
1917 2,557 58.9 41.1 
1918 2,401 45.6 54.4 
1919 2,378 47.8 p2.2 
1920 2,029 34.2 65.8 
1921 2,518 53.9 46.1 
1922 2,579 42.5 57.5 
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No rate of duty from 1890 to 1917 was so low as to 
prevent the steady growth of the domestic industry. 
A study of the table and a glance at the diagrams 
make it apparent that under every act from 1890 
to 1917 the domestic industry has increased in 
absolute tonnage. Moreover, under every act 
except the Act of 1890 the domestic industry has 
also increased in relative importance. ‘The rapidity 
of increase, however, has differed under different 
acts. Under the Act of 1890 there was a moderate 
increase in absolute tonnage but a decrease in rela- 
tive tonnage. The increase in absolute tonnage 
continued under the acts of 1894 and 1897 and 
became very rapid during the period 1904-13. The 
increase continued under the Act of 1913 and nearly 
as rapidly until 1917, but showed a marked falling 
off from 1917 to 1920. In relative tonnage also an 
increase, beginning in 1894, continued more rapidly 
under the Act of 1897, the Cuban preference under 
the acts of 1897 and 1909, and under the Act of 
1913 until 1917. From 1917 to 1920, however, 
there was a sharp decline. 

Was the rate under the Act of 1913 sufficient after 
1917? ‘The inference to be drawn is that under all 
of the acts shown until the Act of 1913 the rates of 
duty (or, under the Act of 1890, the bounty) were 
amply sufficient not only to enable the domestic 
industry to grow but to grow in relative importance 
as compared with the Cuban industry. It is doubt- 
ful, however, whether the rate under the Act of 1913 
would in the long run have proved sufficient. It is 
true that during the first four years the increase 
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both in absolute and relative tonnage was about as 
rapid as it had been under the preceding act; and 
it is to be remembered that the reduction in rate was 
not very great—about one-third of a cent per pound. 
But after 1917 there was a decided slump both in 
absolute and relative output until 1920. 

The increase up to 1917 would probably have 
taken place even if the reduction in duty had been 
much greater. The war situation, involving the 
partial destruction of the European _beet-sugar 
industry and the increased European demand for 
Cuban sugar, would have been sufficient to stimu- 
late the domestic industry. Add to this the fact 
that during a part of this period the domestic 
industry was subject to governmental price fixing 
and that it was the avowed purpose of the Food 
Administration to fix the price at a figure that 
would stimulate domestic production, and there was 
sufficient reason for the advance up to 1917. 

Several factors contributed to the subsequent 
slump. The war closed in 1918 and the European 
beet-sugar industry began slowly to recover. Hast 
Indian sugar became more accessible. A vast 
influx of American capital into Cuba was followed 
by the opening up of extremely productive regions 
in the eastern part of the island and the reorganiza- 
tion of the Cuban industry along lines of American 
efficiency. Finally, the rate of 1 cent per pound 
imposed in the Act of 1913 did not represent by any 
means the same measure of protection in the later 
years of the act that it did in 1913. Prices and 
costs had so increased that it would have required 
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approximately 1.5 cents to represent the same pur- 
chasing power as 1 cent in 1913. (See pp. 127-129.) 

In spite of this, the evidence that the rate of 
1 cent per pound was insufficient to maintain the 
domestic industry from year to year in about the 
same relative position with regard to Cuban impor- 
tations can not be regarded as conclusive. Under 
preceding acts the rates had been sufficient to bring 
about a rapid gain. A less rate would be sufficient 
if the mere maintenance of the ratio were all that 
was desired. Moreover, it will be noted that in 
1921 there was a marked rally both in absolute and 
relative tonnage. This can hardly be attributed to 
the increase in duty of that year. The Emergency 
Act did not go into effect until May 27, and by that 
time the crops were committed to a definite output. 


III. SPECIAL STUDY OF THE ACTS OF 1921 AND 1922 WITH 
REFERENCE TO PRICES, IMPORTS, REVENUE, AND 
DOMESTIC PRODUCTION 


The period from 1920 to the present time (1923) 
calls for special study. During this period there 
have been unprecedented fluctuations in prices, 
abnormal imports, months of unparalleled pros- 
perity to the industry and of equally unparalleled 
disaster. The period has also been characterized 
by the passage of two tariff acts, the first, May 27, 
1921, raising the rate of duty on Cuban sugar from 
1.0048 to 1.6 cents per pound, and the second, 
September 22, 1922, still further raising the rate 
from 1.6 to 1.7648 cents per pound. The bearing 
of the abnormal conditions in the industry upon the 
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passage of these acts and the reciprocal effects of 
these acts upon (1) prices, (2) imports, (3) revenue, 
and (4) domestic production will be the subject of 
the following paragraphs: 


1. Errects or THE Acts oF 1921 anp 1922 
UPON PRICES 


The sugar situation in 1920 was abnormal. During 
the war the sugar industry was under government 
regulation with respect to prices and distribution. 
During this period there was an acute “sugar 
famine.” Rationing was extended to all consumers, 
and at times and in some sections of the country it 
was impossible for households to obtain any sugar 
whatever. Government regulation was withdrawn 
at the end of the year 1919. The war had cur- 
tailed the world output of sugar. It is true that in 
some regions, especially Cuba, production had been 
greatly stimulated, but not sufficiently to offset the 
greatly decreased beet-sugar production of Europe. 
The net loss in the world output was some 3,500,000 
tons. In view of this shortage, when government 
regulation was withdrawn the experience of the war 
period aroused apprehension of another famine. 
This apprehension, as events proved, was unwar- 
ranted. The war, it is true, had decreased the 
supply, but the disordered condition of the world 
had decreased the effective demand in about the 
same proportion. Nevertheless, in fear of a short- 
age, consumers of sugar began early in 1920 to stock 
up and their competition rapidly forced up the price. 


170 SUGAR IN RELATION TO THE TARIFF 


On May 19, 1920, it had reached the unprecedented 
figure of 23.57 cents per pound for raw sugar. At 
this point the market broke. The high price began 
to attract sugar from all quarters of the globe and 
the decline in price which followed was hardly less 
sensational than had been the preceding advance. 
Importations of full-duty sugar, which in normal 
years are almost negligible, rose in 1920 to nearly a 
million tons. The result was a hold-over surplus of 
about the amount of the full-duty importations and 
a demoralized condition for both the domestic and 
the Cuban industry. 

Statistics of Prices and Imports—The conditions 
outlined above and the relation borne by them and 
by other conditions to the tariff acts of 1821 and 
1922 are set forth in Tables XIII and XIV. These 
tables with the accompanying diagrams (figs. 6 and 
7) should prove helpful to a more perfect under- 
standing. 

Unparalleled price fluctuations were responsible, at 
least in part, for the increased. sugar duties in the Act 
of 1921. The price table and the diagram (fig. 6) 
show the phenomenal rise in prices in 1920 to the 
peak on May 19, when Cuban raws touched 23.57 
cents per pound. ‘This period of high prices was a 
period of unparalleled prosperity for the Cuban 
industry and for so much of the American industry 
as had sugar to sell. This would apply to Porto 
Rico and the Hawaiian and Philippine islands, but 
the greater part of the 1919-20 crop in Louisiana 
and the beet-sugar regions had already been dis- 
posed of. From the peak in May, prices, with brief 
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SUGAR IN RELATION TO THE TARIFF 


TABLE XIV.—Torat Imports AND ImMporTS FROM CUBA BY 


FOR THE YEARS SPECIFIED; 


AND IMPORTS OF 


(In tons of 


Total dutiable sugar (cane and beet) 


Month 
1919 1920 1921 1922 1923 
DANUALY seen eee 146,611} 207,214) 106,277 276,123 229,306 
Rebriatye sneer 293,067} 339,464) 282,445) 363,783) 228,017 
Marchese cn eee 198,193} 353,019] 395,346) 483,198) 570,760 
April 315,049] 290,889] 348,445] 332,905| 354,255 
Mays cater 302,081) 282,546] 248,483] 273,157| 357,203 
Total 5 months. . |1,255,001/1,473,132|1,380,996|1,729,166|1,739,541 
Vuneh ck wee 235,624| 455,676| 97,790] 341,803] 293,481 
July? Meee 254.581| 497,719| 47,674| 410,174| 211,895 
August........... 145,206] 359,700} 212,069] 424,831] 171,910 
September........ 291,083] 185,780) 120,058] 170,603] 361,767 
October... ss55 sce. 215,491} 96,822} 131,241) 192,316} 303,851 
November........ 154,136] 197,699| 174,722] 249,690) 180,458 
December........ 41,919} 146,437} 102,679} 149,821) .... 
Total 7 months. . |1,338,040/1,939,833| 886,233/1,939,238 
Total... .. .|2,593,041|3,412,965|2,267,229|3,668,404 
Cane sugar admitted free of duty 
Month 
1919 1920 1921 1922 1923 
VANUATY- 2 hee 12,123 246 oe 4,163 5,370 
Hebruarvisascer acc 29,403} .... 1,666 8,273 9,488 
NMarchs cae 2,538 2,231 8,028} 10,341] 29,573 
April 12,471] 3,279| 10,705] 21,467| 32,139 
IVE Sy se Sat te 17,700 4,204 5,816} 30,364; 16,719 
AOL Wee aeons erence 12,635 7,605} 10,723) 66,686! 49,814 
Tily. ruts 7:742| 18,532| 19776] 46,637| 24,881 
August... eas 2.278| 69,284} 30,674] 36,701| 49,522 
September........ ae 24,697} 17,257) 17,410) 13,733 
October.......... 1,050] 26,910} 29,535] 19,253] 4,471 
November........ = 2,090} 18,622} 15,854 115 
December........ 220 ican 18,388 3,362] 3... 
Lotal Secu 98,160) 159,078! 171,190} 280,511 


*In order to study the effects of the tariff on imports, only the imports 


other manufacture) and reexport, from whatever source derived, are 
exports from the published tables of imports. 


admitted 


No sugar of domestic origin is 
of raw sugar it is necessary to multiply the exports by 1.07 in order to reduce 
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Montus, DIMINISHED BY ExporTs FOR THE SuccEEDING MontTH 
BEET SUGAR AND SuGcarS ADMITTED FREE oF Duty* 


2000 pounds) 


Cuban sugars 


1919 1920 1921 1922 1923 
144,980 157,118 82,427 274,715 226,237 
286,571 303,972 261,226 358,270 225,189 
189,685 317,029 368,376 476,853 560,272 
295,865 265,562 302,401 323,758 343,588 
297,138 246,089 215,530 265,249 345,815 


1,214,239 1,289,770 1,229,960 1,698,845 1,701,101 


229,961 346,954 87,223 336,517 285,839 

248,718 362,290 33,705 407,410 209,624 

144,694 206,102 197,623 422, 525 168,288 

291,041 55,011 97,051 168,148 357,193 

213,401 21,415 127,588 190,982 270,378 

150,327 75,111 170,952 245,826 133,803 
32,045 43,754 100,640 145,000 


1,310,187 1,110,637 814,782 1,916,408 


2,524,426 | 2,400,407 | 2,044,742 | 3,615,253 


Beet sugar 
1919 1920 1921 1922 1923 
Be eceatta 3 166 
0.6 
bartered 156 
crebtacl shi. 6,813 4.0 
Bees eles 127 
ee 8,614 
ei arehes 2,060 
Be es 441 35 ah 
0.6 | 18,377 tele 


retained for consumption should be considered. Imports for refining (or 
virtually free because of the drawback. It is necessary, therefore, to deduct 
exported; but as exports are in terms of refined sugar and imports are in terms 
imports and exports to the same basis. 
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periods of recovery, declined through the remainder 
of 1920 and all of 1921, reaching the lowest point on 
December 29, 1921, when the c. and f. price, New 
York, was 1.81 cents per pound. 

A study of Table XIV and the accompanying 
diagram (fig. 7) shows clearly the cause of this 
decline. It will be seen that in 1919, 1921, and 
1922 total importations exceed Cuban importations 
by only a small margin; but that in 1920 the excess 
is very great and, furthermore, that the total impor- 
tations for the first five months of 1920 are larger 
than for the same period in either 1919 or 1921. 
These facts indicate that the panicky buying during 
the spring of 1920 and its normal accompaniment of 
rising prices had begun to attract imports to such an 
extent as to overstock the market before the end of 
May, and that the increased importation, even with 
high prices, indicating an apparently boundless de- 
mand, stimulated importers to place orders not only 
for Cuban sugar but also for full-duty sugar from all 
over the world. When the market broke these 
orders had been placed; and the full-duty sugar, 
continuing to pour in, caused prices to decline and 
stocked the country with a rapidly accumulating 
surplus. Faced by this accumulating surplus, Cuba 
was unable to dispose of her 1920 and 1921 crops 
(among the largest in her history); and when the 
price reached its bottom point of 1.81 cents per 
pound at the end of December, 1921, and the new- 
crop sugars of 1922 were beginning to appear on the 
market, it is estimated that a surplus of over a million 
tons of old-crop sugars had accumulated in Cuba. 
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The declining prices beginning with the end of 
May, 1920, were bringing increasing disaster to the 
Cuban producers, to traders, and to some banks 
which supplied them with credit. A moratorium, 
declared in the autumn of 1920, prevented failures 
during that year, but during 1921 many Cuban 
banks suspended payment and one went out of busi- 
ness. Under these conditions, many of the stronger 
sugar-producing companies under American man- 
agement and capital and some of the American 
banks either purchased the Cuban mills that were 
no longer in a position to continue in business or 
assumed the operation of them. 

The demoralization brought about by falling 
prices extended to the domestic industry, especially 
the Louisiana and beet-sugar interests, and resulted 
in a demand for increased protection. This demand 
bore fruit in the provision in the Act of 1921 increas- 
ing the rate on Cuban sugar from 1.0048 to 1.6 cents 
per pound. It will be pertinent to inquire what 
effect this increase in duty had upon imports, prices, 
and the domestic output. | ad 

The increased rate, however, had no immediate effect 
upon prices. It thus appears that the Act of 1921 
was passed largely at the instance of the! Louisiana 
and beet-sugar producers in the hope of affording 
them protection under the stress of falling prices. 
Study of Table XIII and figure 6 shows, however, 
that the passage of the act afforded them no immedi- 
ate relief; the sensational decline in prices begin- 
ning in May, 1920, continued with little abatement 
throughout the year. Between two low points, 
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December 16, 1920, and February 3, 1921, there was 
a slight rally and from this date to March 24 a more 
decided rally; but from March 24 to December 29 
the trend continued downward, relieved only by 
slight upward movements in May and July. It is, 
of course, impossible to state just what would have 
been the course of prices had there been no change 
in the tariff in May, but evidence afforded by 
Tables XIII and XIV and figures 6 and 7 points 
to an increased burden upon Cuba rather than to a 
lightened burden upon domestic producers. It will 
be noticed that, following a slight rally immediately 
before the passage of the act, the c. and f. prices 
drop more precipitately than the duty-paid prices, 
until they are low enough to make the distance 
between the ec. and f. and duty-paid price curves 
1.6 instead of 1.0048 cents per pound as it had been 
before. The year 1921 was a year of acute business 
depression, and the demand for sugar as for all 
other commodities was not strong. On the other 
hand, both the Cuban and domestic crops in 1921 
were large, and Cuba was burdened with the surplus 
stock above mentioned. Banks which had advanced 
credit to the Cuban growers and manufacturers 
held much of the Cuban sugar and were forced to 
sell it at any price. The evidence is, therefore, that 
for some months after the passage of the act the 
duty was borne by the Cuban producers without 
injury to the American consumers or benefit to 
American producers. 

Hence, the demand for a still further increase in 
duty, resulting in the Act of 1922. Under such con- 
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ditions it is not surprising that, in spite of the great 
advance in rate provided in the Act of 1921, the 
domestic producers were not satisfied and demanded 
a still further increase; nor is it surprising that the 
Cuban interests asked for a reduction below the 
existing rate. The domestic industry, led by the 
beet and Louisiana interests, asked for a rate of 
2 cents against Cuba, the Cuban interests asked for 
a reduction to 1.4 cents at most, and, if possible, 
less. The matter was bitterly fought both in the 
committees and on the floor in Congress, members 
from sugar-producing States, irrespective, as a rule, 
of party affiliations, demanding the increased rate, 
and members from eastern States, especially those 
in which the refining and Cuban interests were as a 
rule strong, demanding a reduction. The domestic 
producers, on the whole, were victorious. True, 
they did not get the full advance to 2 cents demanded, 
but, by a close vote, they did get the rate increased 
from 1.6 to 1.7648 cents per pound against Cuban 
sugar. 

What part does the tariff play in the present price of 
sugar? The table and the diagram indicate that the 
increased duty was at once borne by the American 
consumer. ‘To be more exact, as has been shown by 
a careful study made by the sugar expert of the 
United States Tariff Commission, the duty was at 
first borne by the refiner and some months later was 
passed on to the ultimate consumer. It will be seen 
that after reaching the lowest point on December 29, 
1921, prices began to rise and, with some recessions, 
notably one just before the passage of the act, have 
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continued to rise to the present time (October 1, 
1923). Immediately after the passage of the act 
both ec. and f. and duty-paid prices rose, but the 
duty-paid price rose more rapidly, making the differ- 
ence between them the new rate 1.7648 instead of 
the old rate, 1.6 cents per pound. 

The fact that the increased rate of 0.1648 of a cent 
per pound was passed on to the American consumer 
suggests that at some period between the passage of 
the Act of May 27, 1921, and that of September 22, 
1922, the former increase of 0.6 of a cent per pound 
was also passed on to the consumer. As stated 
above, it was at first borne by the Cuban producer; 
and prices of duty-paid sugar continued to decline 
after the passage of the act, apparently as rapidly 
as they would have declined had the act not been 
passed. But with the coming of 1922 the situation 
changed. The year proved to be one of general 
business recovery and of strengthening demand, 
especially for sugar. In fact, sugar imports broke 
all previous records, both of sugar retained for con- 
sumption and sugar imported for refining and 
reexport. The accumulated surplus, which had so 
depressed the market, was all absorbed by June. 
Moreover, as stated above, the reorganization of the 
Cuban industry, following the disaster of 1921, had 
placed it in a much stronger position. All of these 
factors would tend to put the Cuban producers in a 
position where they would be able to pass the 
burden of the duty on to the shoulders of the Ameri- 
can consumers. 

Since the beginning of 1923 the price of sugar has 
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continued to advance. The advance has been so 
great as to excite no little public attention, including 

“sugar boycott’? by consumers and investigations 
by governmental agencies. ‘The public excitement 
was rendered the more intense by the skirmishing 
for political position by the two great business 
interests which are in the background of all tariff 
controversies respecting sugar. Literature emanat- 
ing from the domestic producers endeavored to 
place the responsibility on the shoulders of the 
refining interests and the American investors in 
Cuban sugar properties; and literature emanating 
from the latter interests endeavored to place the ~ 
responsibility on the tariff. 

A careful and temperate investigation made by 
the United States Tariff Commission! may be 


1 “As far back as October, 1922, it had become clear that, owing 
to the heavy sales during 1922, there would be no Cuban carry over 
into the 1923 crop and even if Cuba produced a large crop in 1923 
it would have considerably less sugar available for export than in 
the year 1922 

“Furthermore, as far back as October 26, 1922, Willett & Gray, 
Statistical Sugar Trade Journal, issued its first estimate of the world 
crops for 1922-23. It estimated the United States beet crop at 
only 650,000 long tons, a sharp reduction from 911,190 for the 
previous year. . 

“In the latter part of 1922, there appeared in the press articles 
indicating a probable shortage for 1923 and discussing the prospects 
for Sugar prices, . 

“On January 23, "1923, Lamborn & Company, a firm of New York 
brokers with ‘offices throughout the United States and abroad, 
published its special study of the world sugar supplies, giving in 
detail estimates of supply and requirements of raw sugar for all 
countries of the world for the year 1922-23. This report states, 
‘in view of the fact that there is not enough sugar available to 
supply a normal increase in consumption, prices will undoubtedly 
reach a higher level throughout the year and consumption will be 
thus reduced. 

“On February 9, “the Wall Street Journal stated that a considerable 
drought in eastern Cuba might reduce the crop and that several 
conditions pointed to higher prices in sugar. On the same day the 
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accepted as authoritative in this matter. It shows, 
on the one hand, by reasoning similar to that 
advanced in this paper, that the duty is included in 
the price. This does not mean that if the duty 
were removed the price would immediately be 
reduced by the full amount of the duty. But it 
does mean that the price is probably higher, by 
approximately the amount of the duty, than it 
would have been had there been no duty, and that, 
were the duty to be now removed, the price would 
ultimately be lower by approximately the amount of 
the duty than it will be if the duty is retained. On 
the other hand, it makes it clear that for the advance 


in prices since the beginning of 1923 the tariff is in 


Associated Press announced that a world sugar shortage for 1923 
was indicated in a report on world production and consumption 
of sugar by the Department of Commerce. 

“Later the Secretary of Commerce denied that the report issued 
by his department indicated a shortage and stated that ample 
sugar would be available this year for all estimated needs and that 
there was no cause for alarm in the situation, because of the carry 
over from the preceding year, which would leave a surplus of 
476,000 tons at the end of the year. 

“But on the 12th, the firm of Guma-Mejer announced a reduction 
from an earlier estimate of 4,193,000 tons to 3,800,000 tons. 

“During the rest of February and March there were statements 
and counterstatements by sugar statisticians, Government bureaus, 
sugar refiners, and the press generally. The National Sugar 
Refining Company said: ‘There will be plenty of sugar for every- 
body unless there is speculation and everybody tries to buy their 
summer requirements in the next month or two, in which case there 
will be much higher prices.’ The Federal Sugar Refining Com- 

any on the same day announced that their Cuban representative 
a aee there was no reason for changing the 4,400,000-ton estimate 
of the Cuban crop. Statements similar to the ‘above were made by 
Willett & Gray and Arbuckle Brothers. . On February 16, the 
firm of Guma-Mejer was quoted as saying that it feared the Cuban 
crop would fall below 3,800,000 tons.”’—The Relation of the Tariff 
on Sugar to the Rise in Prices, February-April, 1923: U.S. Tariff 
Commission, 1923. 

The report quotes prices showing the sensitiveness of the market 
to these estimates, rising when the estimate indicated a shortage 
and falling when the estimate showed a sufficiency. 
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no wise responsible. That advance is shown to be 
due primarily to reports by experts that the supply 
available for 1923 is not likely to be as large as at 
first estimated. In other words, the rising prices of 
1923 have their bases in conditions of supply and 
demand. The quantity of sugar available for 
United States consumers is probably not as great as 
that available in 1922 (including the million-ton 
hold-over surplus with which 1922 began), while 
there is no reason for supposing that the demand for 
sugar in 1923 will not be at least as strong as in 1922. 
In order to effect an equalization of supply and 
demand a higher price is therefore to be expected. 
This is not to say that there has been no speculation 
and no concerted action among the Cuban interests 
to influence the price. But had there been no back- 
ground in the supply and demand situation, such 
speculation and cooperation could hardly have been 
effective over any considerable period of time. 


2. EFFECTS OF THE AcTs OF 1921 AND 1922 
UPON IMPORTS 


Having attempted by statistical methods to segre- 
gate the effects of the tariff acts of 1921 and 1922 
upon prices, we will next attempt to discover by 
similar methods their effect upon imports of sugar. 
It was shown in Chapter V (p. 120) that the normal 
effect of an increase in duty was to diminish imports. 
To what extent, if any, is this result observable in 
the months which have passed since the Acts of 
1921 and 1922 went into effect? 
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Strengthening demand has obscured the effect of 
recent increases of rate wpon imports. The marked 
falling off in imports in 1921 might be attributed to 
the increase in duty of that year. It is doubtful, 
however, whether the tariff had much to do with it. 
As was noted in the price study, prices continued to 
decline after the passage of the act, the drop in the 
c. and f. price being greater than the drop in the duty- 
paid price by the amount of the increase in duty. 
Hence, the price situation offered no obstacle to 
imports. Again, imports in 1920 were abnormally 
large. The stocks accumulated in the United States 
from these imports would tend to reduce imports in 
1921, as would also the general business depression 
of that year. That monthly imports after May 
should average less than for the first five months of 
the year is entirely normal. 

The same phenomenon is observable in 1919, 
1920, and 1922. In 1919 the average net monthly 
imports for. the first five months were 251,000 tons 
against 191,100 tons for the last seven months. In 
1920 they were 294,600 against 277,100;1! in 1921 
they were 276,200 against 126,600; in 1922 they 
were 345,800 against 277,000; and for the first five 

1The year 1920 was abnormal. The rapid increase in imports 
began much as usual but was soon checked by the unprecedented 
rise in prices. When the market broke in June, the rise in imports 
continued and did not reach its culmination until July. During 
the panicky condition of the market sugar had been ordered from 
all over the world, and much of it did not arrive until several weeks 

later. Nearly all of this full-duty sugar would not normally have 
been ordered at all. This situation produced the double-peaked 


curve shown in the diagram (fig. 7) for 1920, with the period of 
maximum importation some two months latter than normal. 


188 SUGAR IN RELATION TO THE TARIFF 


months of 1923 they were 349,806 against 253,894 
for the six months following. 

However, it would be going too far to say that 
the Act of 1921 had no effect upon imports. While 
average monthly imports fell off in all of the years, 
as above shown, the falling off was much more 
marked in 1921 than in any of the other years. In 
1919 average monthly imports for the last seven 
months were 76 per cent of those for the first five 
months; in 1920, 94 per cent; in 1921, 46 per cent; 
in 1922, 80 per cent. The diagram shows a very 
great and abrupt falling off immediately after the 
passage of the act, followed by a general upward 
trend for the remainder of the year. In the other 
years the falling off near the end of the spring 
months is not so great, and the general trend for 
the remainder of the year is downward. It will be 
noticed that imports were heavy in April but fell 
off in May, even before the act was passed. The 
effect of the duty, therefore, appears to have been 
not so much to diminish imports for the year as a 
whole as to concentrate them more than is usual at 
the beginning and end of the year. The fact that 
in the following year imports broke all previous 
records, even though during the last three months 
they entered over an even higher rate of duty, 
shows that as yet the Acts of 1921 and 1922 have 
had little effect in keeping out foreign sugar. 

It may be argued on grounds of theory that 
imports would have been even greater had there 
been no increase in duty, but this, of course, can not 
be shown by statistical methods. 
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3. EFFECTS OF THE Acts oF 1921 AND 1922 
UPON REVENUE 


Since imports, as shown in the last paragraph, 
have been little effected, the revenue has been 
improved virtually in the same proportion as the 
increase in rate. 


4, EFFECTS OF THE Acts oF 1921 AND 1922 
upon Domestic PRODUCTION 

According to the principles developed in Chapter 
V (p. 121) the normal effect of an increase in duty 
should be to stimulate domestic production. To 
what extent has this effect been realized? 

It is too soon to obtain statistical evidence as to the 
increase in domestic production normally to be 
expected. Since for a number of months the Cuban 
producers bore the burden of the increased duty of 
the Act of 1921 and prices remained about what they 
would have been had the act not been passed, it 
may confidently be said that during this period the 
domestic producers received little or no benefit, 
other than perhaps more confidence for the future, 
from the added protection. At some period, how- 
ever, between January and September, 1922, the 
Cubans were apparently in a sufficiently strong 
position to pass the duty on to the American con- 
sumers. It is probable that at the present time 
(October, 1923) domestic producers receive a price 
higher by the full amount of the duty than they 
would receive had there been’no duty. The logical 
result, therefore, should be, if the rate remains 
unchanged, that a greater proportion of sugars 
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derived from domestic sources and a smaller pro- 
portion of foreign sugars will figure in the total 
domestic consumption than if the duty had not 
been raised. 

This is not to be understood, however, as a 
prophecy that the actual proportion will increase 
beyond what it was under the Act of 1913 up to 
1917. It is not unlikely that the opening up in 
Cuba of the eastern region under efficient American 
management, coupled with the strong American 
demand for sugar, may retain or even increase the 
actual proportion of Cuban sugar in American con- 
sumption. It will be noticed (fig. 4, p. 164) that the 
proportion of consumption derived from domestic 
sources reached a maximum in 1917. It had fallen 
off greatly by 1920, had gained in 1921, but had 
again fallen off in 1922. 

It is too soon, however, to expect any considerable 
amount of evidence as to the effect of recent tariff 
legislation upon domestic production in the shape 
of output statistics. The assembling of capital and 
labor, the erection of new plants, and the growing 
of crops require several years before tangible results 
can be obtained. Reports are current in trade 
circles of increased activity in the direction men- 
tioned, but reliable data are not yet available. 


IV. EFFECT OF CHANGES IN THE DUTY ON RAW SUGAR 
UPON THE PRICE OF REFINED SUGAR 
Practically all the imports of sugar are of raw 
sugar, while nearly all of the consumption is of 
refined sugar. The difference between the price of 
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refined sugar and the price of duty-paid raw sugar 
is known as the refiner’s margin and is made up of 
the costs and profits in refining. The costs include 
the usual labor, material, depreciation, interest, and 
overhead expenses incident to all manufacturing 
operations, none of which is greatly affected by the 
price of raw sugar. But they also include a cost 
that is due to the fact that it takes about 1.07 pounds 
of raw sugar to produce 1 pound of refined sugar, 
and this cost is affected by the price. An increase 
in the price of raw sugar brought about by an 
increase in the duty or otherwise will increase the 
price of refined sugar by more than the same 
amount. An increase of 1 cent, for example, in the 
price of raw sugar should increase the price of refined 
sugar by 1.07 cents (but see footnote, p. 105) plus 
the interest on 1.07 cents for the time that the invest- 
ment in raw sugar is tied up before the refined sugar 
manufactured from it is sold. Assuming this period 
of time to be a month, then an increase of 1 cent in 
the price of raw sugar should increase the price of 
refined sugar 1.07535 cents per pound. 

The actual prices of refined granulated correspond- 
ing to quotations for raws show a considerably 
wider fluctuation than is to be accounted for by the 
above explanation. The difference between the low 
and high prices for raws during the years 1921 and 
1922 was about 2.8 cents. On the above theory the 
difference between the low and high price for refined 
granulated should have been about 3 cents. The 
actual difference, derived from a process of averag- 
ing the refiner’s margin, was about 3,4 cents. 


CHAPTER VII 


TRANSPORTATION CHARGES AS AN ELEMENT 
IN PROTECTION 


When an article of merchandise has been landed 
at a United States port and the duty has been paid 
it has by no means reached the final consumer. 
The United States covers an immense area and the 
cost of transportation from the port of entry to a 
consumer remote from that port affords considerable 
protection to a domestic producer whose plant is 
near the consumer. In arriving at an equitable 
duty for the domestic-sugar industry the incidental 
protection afforded by transportation costs should 
be taken into account. 

This incidental protection applies to regions of 
domestic production not only as against foreign 
sugars but also as against domestic sugars from 
other regions. In each region the quantity of sugar 
produced exceeds the quantity that can be con- 
sumed in the immediate vicinity of the factories; 
and hence producers, as the output of the region 
increases, are constantly pushing out into more and 
more remote markets. In a very rough way costs 
of transportation increase with distance; hence, 
within a certain radius, costs of transportation to 
these markets may be so much less than from other 
regions that the freight differentials act as a pro- 

192 


TRANSPORTATION AND PROTECTION 193 


hibitory tariff against their sugars. Producers within 
that region come to regard it as “‘their territory.” 

Railroad rates are based partly on mileage and 
partly on the principle of providing access to great 
consumption areas. Costs of transportation vary 
only roughly with mileage. The rate between termi- 
nals may not be less than the rate between inter- 
mediate points, but, subject to this provision, the 
mileage factor plays a secondary part. Consump- 
tion areas center in great cities, which absorb 
quantities of sugar entirely disproportionate to their 
areas and which, moreover, serve as distributing 
centers of sugar for large areas surrounding them. 
Hence, if a region of production is to dispose of its 
output it must have access to these great centers of 
consumption, and in order that it may have access 
it must have rates from carriers that will enable it 
to compete with other regions whose sugars enter 
the same market. In order to secure traffic it is for 
the interest of carriers to grant low rates to such 
centers, often not exceeding or only slightly exceed- 
ing the rates to points involving much less mileage 
but of less commercial importance. The “terri- 
tories’’ appertaining to each region, therefore, over- 
lap in large competitive areas. In the Chicago 
market, for example, foreign sugars from Cuba 
actively compete with domestic sugars from Porto 
Rico, Louisiana, beet-sugar States, and even the 
Hawaiian Islands. 

Railroad tariffs are adjusted by the Interstate Com- 
merce Commission largely with reference to competi- 
tive conditions. Before a carrier can change its rates 
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it must submit its proposed tariff to the Interstate 
Commerce Commission; and as a change in sugar 
rates in one region vitally affects the interests of 
sugar producers, not only in that region but in other 
regions also, such a proposed change becomes a 
matter of active controversy between the interests 
affected, to be adjusted only after a full hearing and 
a careful study by the commission. For example, 
if the eastern carriers propose a lowering of the rate 
from New York and Philadelphia to Chicago, the 
proposed change will be resisted by the Louisiana 
producers unless a proportionate decrease is made 
in the rate to Chicago from New Orleans. It will 
also affect the competitive position of beet-sugar 
producers in the Chicago market and of cane-sugar 
producers in the Hawaiian Islands. The commis- 
sion will be called on to adjudicate between all these 
conflicting interests. 

The adjustment of rates as between competing 
domestic producers is, however, a matter foreign to 
this discussion. In what follows, freight rates will 
be discussed only in so far as they affect the relative 
competitive positions of foreign and domestic 
sugars. 

The amount of protection derived from freight differ- 
entials depends on the location both of the producer and 
of his market. While railroad tariffs may in some 
instances resemble customs tariffs in affording pro- 
tection to domestic industries, they differ from them 
in protecting unequally different regions, different 
establishments, and even different portions of the 
output of the same establishment. Indeed, the 
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rate may operate as a protective barrier in favor of 
the foreign as against the domestic producer. A 
customs duty of 1 cent per pound affords a protec- 
tion of 1 cent per pound on every pound of domestic 
sugar marketed in United States territory, but the 
amount of protection afforded by a freight rate 
depends on the location of the producer and the 
location of his market and hence may be different 
for the different portions of his output sold in differ- 
ent markets. 

For example, the cost of transportation from Cuba 
to San Francisco in conjunction with the present 
customs tariff is sufficient to exclude Cuban sugar 
from Pacific coast markets; and the costs of trans- 
portation from producing centers in beet-sugar 
States to seaboard cities is sufficient, in spite of the 
protection afforded by the customs tariff, to exclude 
beet sugar from all Atlantic coast markets. Nor- 
mally, little beet sugar passes east of the Buffalo- 
Pittsburgh line. Again a beet-sugar producer in 
Fort Collins, Col., obtains from freight differentials 
a much greater amount of protection on the part of 
his output which he markets in Denver than on the 
part which he markets in Chicago. Because of the 
above facts it is difficult to determine just how 
much protection any region of domestic production, 
taken as a whole, obtains from freight differentials. 
To ascertain this figure it would be necessary not 
only to have a complete table of freight rates on 
sugar from producing points in that region to their 
customary markets, together with rates on foreign 
sugars to those markets, but also to know to which 
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market every shipment from every individual 
producer was made. 

Because of the dominance of the New York market, 
transportation charges are less of an impediment to the 
movement of sugars west and north than east and south. 
Another factor having an important bearing on this 
question is the practice of fixing prices in United 
States markets by adding to the New York price the 
freight rates from New York or from New Orleans 
to those markets.!. So long as this practice con- 
tinues a high freight rate between seaboard or 
Gulf points and beet-sugar territory is less of a 
hindrance to sugars moving from the seaboard or 
Gulf to the interior than to sugars moving from 
the interior towards the seaboard or Gulf. It is true 
that the costs of marketing Cuban or Porto Rican 
sugar at western points are greater than at the sea- 
board by the freight charge from New York or from 
New Orleans; but as the price is also greater by the 
same amount, the seller is put to no further disad- 
vantage than that arising from the restriction of 
demand caused by the higher price. 

Beet-sugar moving eastward or southward, on the 
other hand, is confronted not only with a constantly 
increasing freight charge, but also with a constantly 
diminishing price. In brief, the present method of 
basing sugar prices makes it easier for seaboard 
sugars to ‘“‘invade” beet-sugar territory than it is 
for beet sugars to ‘‘invade” the seaboard. Suppose 
that the marginal cost and price of refined granu- 
lated in New Orleans is 7 cents per pound, then this 

1 This practice appears to be breaking down. (See pp. 207-09.) 
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sugar can be marketed in Chicago as profitably as in 
New Orleans, for though the cost of marketing is 
increased 54 cents per 100 pounds (the rate from 
New Orleans to Chicago) the price also is increased 
54 cents per 100 pounds. On the other hand, 
Michigan sugars can be profitably marketed in 
Chicago up to a marginal cost of 7.54 cents per 
pound minus the freight charge from the factory to 
Chicago, about 30 cents per 100 pounds. That is, 
Michigan sugar produced at a cost as high as 7.24 
cents per pound can be profitably marketed in 
Chicago. But to move Michigan sugar to New 
Orleans would cost 84 cents per 100 pounds and on 
arriving would sell for only 7 cents per pound. 
Hence, Michigan sugar could only be profitably 
marketed in New Orleans, if the cost of production 
were not greater than 6.16 cents per pound. 
Nevertheless, so long as markets can be found in the 
west and middle west, freight rates from the seaboard 
protect the beet-sugar producers. In the example 
just given it was shown that sugar could be profit- 
ably shipped to Chicago from Michigan points when 
the marginal cost was as high as 7.24 cents per 
pound, but could not be profitably shipped to 
Chicago from Louisiana when the marginal cost in 
New Orleans was over 7 cents per pound. That is, 
the freight differential affords protection to Michigan 
producers to the extent of 0.24 of a cent per pound 
even against Louisiana producers. Against foreign 
producers the protection is greater. Such sugars 
must pay freight charges to New Orleans. But to 
obtain this protection the market must be relatively 
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near. The same example also shows that the ad- 
vantage rapidly disappears and becomes negative 
as the sugar is moved south or east. 

Hence, to estimate the freight protection to beet sugar 
the freight rates and the nearness to markets must both 
be known. Typical freight rates are shown in 
Tables XV and XVI. 


TABLE XV.—Ocran Ratss, 1921-22 Crop, ror SUGAR BETWEEN 
THE Points DESIGNATED * 


(In cents per 100 pounds) 


To New To San 
York or | To Gal- | To New To a 
From Phila- | veston | Orleans | Boston : 

delphia os 

Cuba, north coast.| 16-20 | 15.5-20) 13.5-18} 19-22 

Cuba, south coast.}| 18-22 | 17.5-22) 15.5-20) 21-24 

Porto Rico....... 15 ae toe 15 

Hawaiian Islands..| .... eee Aes Be: 20-33.8 


* Figures furnished to the Institute by the United States Tariff Commission. 
As much ocean freight is carried on charter rates, the rate actually paid often 
differs from the published rate, hence the range of rates between identical 
points shown in the table. The lower figures represent rates ascertained to 
have been actually paid. The Federal Reporter (Nov. 1, 1923) quotes the 
rate from Cuba, north coast, to New York at 19 and 20 cents; to Galveston, 
19 and 20 cents; to New Orleans, 17 and 18 cents; to Boston, 21 and 22 cents. 
Rates from the south coast, 2 cents higher in each case. 

The Interstate Commerce Commission gives the rates from the Hawaiian 
Islands to San Francisco $5 per ton and to New York $11 per ton.—Sugar 
Cases of 1922, p. 458, 1923. 

An average furnished by the Tariff Commission of rates actually paid by 
11 companies taken at random and reduced to a 96° centrifugal basis from 
Hawaiian ports to San Francisco in 1922 is 33.8 cents per 100 pounds. Hawaiian 
sugar averages above the 96° centrifugal test. 


Assuming that favorably situated markets can be 
found, the protection to the beet-sugar industry from the 
freight differentials is substantial and has increased 
during the past decade. All branches of the domestic 
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industry regard access to the Chicago market as 
vital to their prosperity. Here beet sugar from 
near-by States meets in competition with foreign 
sugars, beet sugars from the West, and domestic 
cane sugars from Porto Rico, Louisiana, and the 
Hawaiian Islands. To estimate the freight protec- 
tion enjoyed by the domestic beet-sugar industry, 
therefore, attention should first be directed to the 
Chicago market. Freight differentials to Chicago 
from typical points are shown in Table XVII. 

From Table XVII it appears that beet-sugar 
producers even as far west as Idaho obtain some 
protection on the portions of their crop marketed in 
Chicago—about 40 cents from Michigan points, 
14 cents from Colorado points, and half a cent from 
points in Utah and Idaho. These figures, however, 
by no means represent the full measure of freight 
protection enjoyed by these sugars. They only 
represent the protection applying to such portions 
of the output as are marketed in Chicago. On 
portions soid in nearer markets the protection is 
much greater. For example, on Colorado sugars 
marketed in Denver the freight protection is 1025 
cents and on Utah and Idaho sugars marketed in the 
same city 62 cents. California beet sugars are shown 
to be at a disadvantage of 15 cents per 100 pounds 
in Chicago; but westward from Chicago the dis- 
advantage progressively diminishes and ultimately 
disappears. By the time Denver is reached the 
disadvantage has become an advantage of 31} cents 
per 100 pounds and in California itself no foreign 
sugars are found. 
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TABLE XVI.—RarLroap Rates * on Suaar, 1913 
(In cents per 
To Chicago To Detroit 
1913 1923 1913 1923 
From 
Min. Rate Min. Rate Min. Rate Min. Rate 
wt. wt. wt. wt. 
News Viorkconc serene cetera (d) | 26 | (e) | 56% | (a) | 20 (e) 44 
San Francisco............ (a) | 60 | (c) | 85 | (a) | 73%] Ce) | 1123” 
Los Angeles...........-..| (a) | 60 | (c) | 85 | (a) | 73%] () | 1123” 
Ogdent Utahwrennenaecee (c) | 50 | (a) | 693 | (@) | 63%} (@) | 977 
Salt Lake City, Utah..... (c) | 50 | (a) | 693 | (b) | 63%] (a) | 97% 
Idaho Falls, Idaho........]} (c) 50 (a) | 694 | (b) 634 | (a) 97% 
Sugar City, Idaho........ (a) 25 (a) | 694 | (a) | 384%] (a) 97% 
®t: Colling, Coloy a: oc (a) 25 (a) | 56 (a) | 38%] (a) | 8337 
Brush? Colo wfc; ese ee | «@) | 35 | (a) | 56 | (a) | 48t} (a) | 833% 
Owosso, Mich Wv.0-n- ancien (a) 11 (e) | 29 (d) 83 | (e) 19 
Saginaw, Mich........... (d) | 11 | (e) | 30 (d) | 10 (e) 21 
New Orleans... sc evevcnoke (d) 23 (a) 54 (d) | 23 (a) 54 


* The minimum rates are given. 


Higher rates for lower minimum weights 


+ Figures furnished to the Institute by the Interstate Commerce Com- 


2 60,000 pounds. 
b 36,000 pounds. 
© 80,000 pounds. 
4 33 000 pounds. 
© 40,000 pounds. 
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AND 1923, BETWEEN THE POINTS SPECIFIED f 


100 pounds) 
To St. Louis To St. Paul-Minneapolis To Denver 
1913 1923 1913 1923 1913 1923 
ay Rate pan. Rate aan, Rate Meee Rate as Rate setae Rate 
wt. wt. wt. wt. wt. wt. 


(d) 25 (e) | 66 (d) 33 (a) | 78 (b) 872} (e) 1497 
(a) 60 () | 79 (a) 55 (a) | 883 (a) 55 (a) 864 
(a) 60 () | 79 (a) 55 (a) | 88} (a) 55 (a) 864 


(a) 50 (a) | 694 | (a) 50 (a) | 763 | (d) 55 (a) 56 


(a) 50 (a) | 694 | (a) 50 (a) | 763 (a) 50 (a) 56 


(a) 50 (a) | 694 | (a) 50 (a) | 764 (a) 50 (a) 56 


(a) 25 | (a) | 69} | (a) 25 (a) | 764 | (ad) 55 (a) 56 


(a) 25 (a) | 56 (a) 25 (a) | 63 (d) 10 (a) 15} 


(d) | 30 | (a) | 56 (d) | 30 | (a) | 63 (d) 10 (e) 15} 


are provided in most cases. 
mission. 
f Mississippi river combination. 
9 Chicago combination. 
h Chicago combination, minimum weight end of Chicago, (e). 
t Chicago combination, minimum weight end of Chicago, (d). 
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TABLE XVII.—FReE1cuHT DIFFERENTIALS IN THE CHICAGO MARKET 
BETWEEN CUBAN SuGARS AND Domestic SUGARS FROM THE 
Points SPECIFIED, 1913 anp 1923 * 


(In cents per 100 pounds) 


Net freight protection 
in the Chicago market 
Source of domestic sugar 
1913 1923 

Michigan points: 

SAUD AW jisieic ts 2.88 Saslaicey ates operon ane eee 24 40.0 

OWOSSO isis aia areata ee ee eee 24 41.0 
Colorado points: 

Fits, Collansg’c.3:,ocreciee ite ieee 10 14.0 

Brushiek. -obiesnee: eno a ek atc ee eee 0 14.0 
Utah points 

Ogdeniay 22 an: cocci cna eenn ee eee —15 0.5 

Salt) Lake’ City 29/2 crac eee . | Sas 0.5 
Idaho points: 

Idaho: Palla. cee neve ccna eee —15 0.5 

Sugar’ City:... sac asae mnt ae ee 10 0.5 
California points: 

Sani Hrancisco. 5.2.cn cee ete eee —25 —15.0 

Los, Angeles’. + 3.0ts 247. 2 apteta epee —25 =—15.0 
Hawatian Islands jcc os ask ae eee —50 —40.0 
New. Orleans’..2i-2.3 sora ede oie ee 12 16.0 


*In obtaining the above differentials the rate from Cuba to Chicago for 
1913 was obtained as follows: A rate of 11.3 cents was assumed as the rate 
from Cuba to New Orleans.—Tiie Cane Sugar Industry, Dept. Comm. Misc. 
Ser. 53, p. 492, 1917. As about 107 pounds of raw sugar must be shipped to 
New Orleans for every 100 pounds of refined shipped from New Orleans to 
Chicago, this rate was multiplied by 1.07, giving approximately 12 cents. To 
this was added 23 cents, the all-rail rate to Chicago, giving 35 cents. For 1923 
the rate from Cuba to New Orleans was assumed to be 15 cents. This multi- 
plied by 1.07 gives approximately 16. Adding 54 cents (the rate from New 
Orleans to Chicago), a rate of 70 cents is obtained, 
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Obviously, by marketing as large a portion of their 
product as possible in the immediate vicinity of their 
plants and, if moving their sugars at all by moving 
them to the west and north rather than to the south 
and east, beet-sugar producers can gain the maxi- 
mum advantage from freight differentials and from 
the practice of basing local prices on the New York 
price. 

Tables XVI and XVII give figures for both 1913 
and 1923 and show clearly that the increase in 
freight rates during the past decade has resulted in 
an increase of freight protection as follows: in the 
Chicago market from 24 to 40 and 41 cents for 
Michigan points; 0 and 10 cents to 14 cents for 
Colorado points; 10 cents advantage or 15 cents 
disadvantage to half a cent advantage for Utah and 
Idaho points; and diminution of disadvantage from 
25 to 15 cents for California points. For other 
markets than Chicago, gains have been similar. 

Beet-sugar territory is capable of absorbing the beet 
sugar grown therein. It will be remembered that the 
advantage to be obtained from freight differentials 
depended not only on the differentials but also on the 
possibility of marketing the product in relatively 
near-by regions. Table XVIII throws light on this 
aspect of the question. 

The crop year 1922-23 was a year of much greater 
consumption and much smaller production than the 
preceding year; hence the consumption surpluses 
show very much greater in 1922-23, totaling 
1,308,346 tons in 1922-23 against 619,833 tons in 
1921-22. The average, which probably more nearly 
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TABLE XVIII.—Propuction anpD EstTimMaTED CONSUMPTION IN 
AND FOR AN AVERAGE 


(In 
1921-22 
Population 
State 1920 
Census 2Con- Pro- Pro —— 2Con- 
4 P duction |sumption e 
sumption! duction sumption 
surplus | surplus 

California. ...| 3,426,861 144,785 | 171,301 26,516 176,483 
Colorado..... 939,629 39,699 294,887 | 255,188 48,391 
Tdalhorieesnsse 431,866 18,246 56,727 38,481 = hie 22,241 
Illinois....... 6,485,280 274008) ver 274,003 | 333,992 
Indiana......| 2,930,390 123,809 3,221.8 120,588 | 150,915 
VOWS ouch 2,404,021 101,570 10,736° 90,834 | 123,807 
Kansas.......| 1,769,257 74,751 8,588 ¢ 66,163 91,117 
Michigan.....| 3,668,412 154,991 | 122,291 32,700 | 188,923 
Minnesota... . | 2,387,125 100,856 8,052° 92,804 | 122,937 
Montana..... 548,889 23,191 21,420° 1,771 28,268 
Nebraska..... 1,296,372 54,772 | 105,302 50,530 eats 66,763 
Nevada...... 77,407 3\270) Ale oper 3,270 3,986 
North Dakota. 646,872 4 ti el he 27,330 33,314 
Obiow ence ae 5,759,394 243,334 25,918 217,416 | 296,609 
Oregon 783,389 3o;008 1)  cnvcce 33,098 40,345 
South Dakota. 636,547 26,804.) xP oka eark 26,894 32,782 
Witalusis cece ose 449,396 18,987 155,775 | 136,788 nicola 23,144 
Washington... | 1,356,621 57,317 3,864 ¢ 53,453 69,866 
Wisconsin. ...| 2,632,067 111,205 14,106 sonar 97,099 | 135,551 
Wyoming..... 194,402 8,214 18,301°| 10,087 10,012 
PEO Ge eats 38,824,197 | 1,640,322|1,020,489 619,833?/1,999,446 


“Obtained by multiplying the State populations by the United States per 


> Net total. 
¢ Estimated 
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BreEetT-suGAR TERRITORY FOR THE YEARS 1921-22 anp 1922-23 


or THESE YEARS 


tons) 
1922-23 Average 1921-22 and 1922-23 
Pro- he Mes Con- Pro- vide Se 
= duction sumption é 3 duction | sumption 
duction sumption duction 
surplus surplus surplus surplus 
REO Pe emsne 104,483 160,634 E21 G50! Mesa 38,984 
183,000 | 134,609 | ...... 44,045 238,944 194,899 
41,000 LS eOM Ny caxined 20,243 48,863 28,620 
ine dl een 333,992 303,998 cee Serenade 303,998 
Be OOO SW isis: 2 nie 147,915 137,362 LCN Ae enclose 134,252 
TO-O000S! © 5 o5\..2 113,807 112,688 LO;S6RN ees ete. 102,320 
S:0005) os sc 83,117 82,934 BPO io avalevais 74,640 
SG000- Pes. n-s 102,923 171,957 POL L4G crac 67,811 
2DOO Sl. Hhets.ae.s 115,437 111,896 Deed Hee moetsteie 104,120 
20;000%) 3.2% 8,268 25,729 20j;010) | nates 5,019 
85,000 TE 28 teil 0 lot ive 3 60,768 95,151 34,383 
Gites bois isiace 3,986 3,628 Pieug data anetens 3,628 
SEA CN) ea are 33,314 30,322 ayelere res as) seve 30,322 
OOO Wi va 269,609 269,971 20,409.) scioer 243,512 
eran Eas ae 40,345 36,722 aeleeere rors gy 36,722 
cee aan Co 32,782 29,838 snatehseets ice 29,838 
118,000 04,856} ani ae. 21,066 136,888 | 115,822 
RC BOOEI ost. 66,266 63,591 B18 21 ferncsiers 59,859 
TOROG0 ios. s 125,551 123,378 T2055) bean ce 111,325 
17,000° GORE st], a Secs s.t.. 9,113 17,650 8,537 
BOO in 2 1,308,346} 1,819,884 S65;704 Paso 964,089? 


eapita, which was 84.5 in 1921 and 103.2 in 1922. 


206 SUGAR IN RELATION TO THE TARIFF 


represents normal conditions, shows a total of 
964,089 tons. Nevertheless, both years show a 
decided consumption surplus not only in the terri- 
tory as a whole but also in all of the States taken 
separately, except in Colorado, Idaho, Nebraska, 
Utah, and Wyoming, and, in 1921-22, in California. 
This would indicate the possibility of disposing of 
the product of the factories in near-by markets, and 
hence of obtaining the full measure of protection 
resulting from freight differentials in most cases, 
were it not for a disturbing factor. 

Hawaiian and some Philippine sugar must find a 
market in this territory, thus stumulating active com- 
petition. In addition to the beet sugar produced in 
the region covered by the table, large quantities of 
other domestic sugars must there find their market. 
In 1921-22 there were received in the port of San 
Francisco 386,439 tons of Hawaiian and 22,932 tons 
of Philippine sugar and in 1922-23, 518,511 tons of 
Hawaiian and 45,774 tons of Philippine sugar. All 
of this sugar must be absorbed and hence added to 
the ‘‘production”’ column shown in the table. The 
total production thus becomes 1,429,860 for 1921-22, 
and 1,255,385 for 1922-28, the average being 
1,342,622; and the consumption surplus is reduced 
to 210,462 in 1921-22 and to 744,061 in 1922-23, 
the average being 477,261. Besides the Hawaiian 
and Philippine sugars a considerable amount of 
Louisiana sugar and perhaps some Porto Rican 
sugar moves north into this region; and all of these 


1 Weekly Statistical Sugar Trade Journal, p. 11, January 4, 1923. 
Figures first reduced to short tons and then to a refined-sugar basis. 
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domestic sugars compete throughout a considerable 
part of the region with foreign sugars moving west 
and north from the seaboard and Gulf. The whole 
region, therefore, is one of active competition, and in 
the struggle to find a market for their sugars the 
producers of domestic beet sugar doubtless lose some 
of the advantage which should accrue to them. 
Nevertheless, so long as the price is fixed in these 
markets by the seaboard price plus freight there is 
prima facie evidence that protection arising from 
freight differentials is still enjoyed by beet-sugar 
producers, though they may not be able to market 
all of their product to the greatest possible theo- 
retic advantage. Moreover, market quotations do 
not necessarily represent prices actually paid, and 
in regions where competition is most active price 
cutting doubtless occurs. 

Under stress of domestic competition the custom of 
basing prices throughout the country on the New York 
price appears to be breaking down. The quantity 
of sugar produced in California and entering Cali- 
fornia from the Hawaiian Islands is greatly in excess 
of the quantity that can be consumed in that State 
or even in all the Pacifie Coast States combined. 
The excess above the combined consumption of 
California, Washington, and Oregon was about 
349,336 tons in 1921-22 and 353,191 tons in 1922-23. 
This sugar must move eastward to find a market; 
and, as in each of the States of Idaho, Utah, Colo- 
rado, Wyoming, and Nebraska there is also a 
production surplus (491,074 tons in 1921-22; 273,449 
tons in 1922-1923; average 382,261 tons), the com- 
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bined volume of all these sugars moves still farther 
eastward and finds its chief outlet in the Chicago 
market. It is estimated that 30 per cent of the 
entire Hawaiian crop is marketed in Chicago. In 
Chicago this sugar from the west meets with sugar 
from Michigan, Louisiana, and Cuba. As a result, 
competition is keen in the Chicago market and in 
the entire region west of Chicago to the Pacific 
coast. During the last two years the California 
and Hawaiian Sugar Refining Corporation and the 
Western Sugar Refinery have been quoting prices 
in Chicago at and sometimes even below the New 
York price and in San Francisco at prices only 
slightly above the New York price. 

Beet-sugar companies also have been cutting 
prices for the 1923-24 crop much below the cus- 
tomary differential of about 0.2 of a cent below 
cane sugar in the same market. While cane-sugar 
quotations in New York have been running at 
from 8.75 to 9.25 cents per pound, beet sugar in 
markets of the middle west has been quoted at 
from 8.4 to 8.7 cents per pound. 

This breaking down of a long-established custom 
may be temporary or it may be permanent. It 
is prejudicial to the interests of domestic producers 
to the extent that they get lower prices in western 
markets than under the former régime. It does 
not, however, affect their position with respect to 
Cuba so far as the protection enjoyed from freight 
differentials is concerned. It still costs the Cuban 
producer 40 cents per 100 pounds more than the 
Michigan producer to enter the Chicago market. 
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Whatever were the marginal costs in Michigan and 
Cuba before, both will be lowered. Their relation 
to each other will be the same as before. In one 
respect, however, there will be a difference. Freight 
charges will no longer offer a greater impediment 
to sugars moving east and south than to sugars 
_ moving north and west. 

Beet-sugar production in California is declining. 
The output reached a maximum of 236,322 tons 
in the crop of 1916-17. From that date to the 
present time the yearly output in tons has been as 
follows: 


ROUG IU ips. cies Siete ae ns 236,322 
LD LS FEM eeaelirao sisy Shescraisie axohats 209,325 
OL LO ee ves atarillela'svisare ateres ease 122,795 
OIG 20 Meee tees cist Aaye wave 131,172 
MO ZO 22 Liar ae aetae iim pidene os 167,997 
LMS PA ELV GS wo Orp On USEC gee 171,301 
he Perel Aa Pan an AIO eT Na CCRC 80,180 
1023-24 (eSt.)\s gens ce ese = =~ 69,000 


The reason for this decline is partly the severe 
competition with Hawaiian sugar just described, 
partly the ravages of insect pests, and partly the 
high value of California lands for other crops, this 
last making it necessary to pay farmers much 
higher prices to induce them to raise beets than 
are paid elsewhere. In 1922 most contracts pro- 
vided for a minimum basic price for beets of $7 
per ton in California; $5 in Colorado, Nebraska, 
Ohio, and Utah; $5.50 in Idaho and Michigan; 
and $6 in Wisconsin.! The average farm price 


1 Beet Sugar Acreage and Price: U. 8S. Dept. Agri., Bur. Agri. 
Economics Bull., July 10, 1922. 
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paid for beets for the three years 1920, 1921, and 
1922 was: in California, $9.80 per ton; Colorado, 
$7.85; Idaho, $7.87; Michigan, $7.28; Nebraska, 
$7.85; Ohio, $7.15; Utah, $7.53; Wisconsin, $7.72; 
other States, $8.00.1 It should be kept in mind, 
however, in using these averages that a higher price 
may be due in part to the sugar content of the 
beets as well as to competitive conditions. 

A rough estimate of the protection derived from 
freight differentials by the beet-sugar industry as a 
whole outside of California is about one-third of a 
cent per pound. California beet-sugar producers 
obtain comparatively little benefit from freight 
differentials. In the region where benefit from this 
source should normally be greatest they encounter 
such severe competition from Hawaiian and Philip- 
pine sugars as largely to offset the advantage due 
to their location; and as their sugars move east- 
ward this kind of an advantage rapidly disappears. 

With respect to other regions of beet-sugar 
production no figure pretending to scientific accu- 
racy can be given for the reasons already explained. 
Michigan producers probably enjoy on the greater 
part of their output a freight differential of not 
far from 0.4 of a cent per pound. For Colorado 
producers, the advantage varies from 0.14 of a 
cent on the sugars marketed in Chicago to 1.025 
of a cent per pound on the sugars marketed in 
Denver. For Utah and Idaho producers the 


1 Preliminary Beet Sugar Report, 1922, U. S. Dept. Agri., Bur. 
Agri. Economics, December 15, 1922. 
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advantage varies from 0.005 of a cent per pound 
on the sugars marketed in Chicago to about 1.5 
cents per pound on sugars marketed at near-by 
points. An estimate based on the consumption 
in near-by territory as compared with the tonnage 
which must be moved gives for Colorado a net 
advantage of 0.3 of a cent and for Utah and Idaho . 
a net advantage of 0.33 of a cent. A rough estimate 
of the average for all these States weighted in pro- 
portion to their respective outputs gives 0.33 of a 
cent per pound. Production in all other States 
is relatively small and their inclusion would not 
perceptibly change the result. 

The advantage due to freight differentials is partly 
offset by the preference in price given to cane sugar 
in the same market. It has been noted (p. 115) 
that custom has established a price for beet sugar 
about 0.2 of a cent per pound lower than the price 
for cane sugar in the same market. Hence the 
advantage which beet-sugar producers gain in freight 
differentials, because of their location, is partly 
offset by their disadvantage by the lower market 
valuation of their sugar. 

Other branches of the domestic sugar industry gain 
little or no advantage from freight differentials. Porto 
Rico receives no benefit from this source. Her 
sugars both with respect to ocean and inland trans- 
portation are on substantially the same basis as 
Cuba’s. 

Louisiana’s advantage consists only in the cost 
of transportation (0.135 to 0.18 of a cent per pound) 


212 SUGAR IN RELATION TO THE TARIFF 


from Cuba to New Orleans.!. Thereafter, the sugars 
are on the same basis. 

The Hawaiian Islands also gain little if anything 
from freight differentials. It may be assumed that 
they market about 40 per cent of their crop in the 
Pacific States, where the advantage is about 0.6 
of a cent per pound (assuming the San Francisco 
price to be 0.1 of a cent above the Chicago price); 
and 60 per cent in Chicago and territory governed 
by the Chicago prices, where the disadvantage is 
0.4 of a cent. On this assumption the freight dif- 
ferential may be regarded as nil. 

With the natural growth in population the 
Pacific States may be expected to absorb a larger 
proportion of the Hawaiian output, especially as 
production in the Hawaiian Islands has about 
reached its limit and beet-sugar production in 
California appears to be declining. 


1 That is, against foreign sugars. Louisiana, of course, receives 
considerable advantage over competing domestic sugars at near-by 
points. 


CHAPTER VIII 


ARGUMENTS FOR AND AGAINST A DUTY ON 
SUGAR 


In this chapter will be presented the leading 
arguments for and against a duty on sugar. Some 
of these are of a comprehensive character and 
relate to commodities in general. Such arguments 
necessarily raise the whole question of the wisdom 
of maintaining a customs tariff for the purpose of 
protecting a domestic industry. Other arguments 
relate specifically to sugar. 


I. ARGUMENTS AGAINST A DUTY 


Protection is wasteful of human effort. The funda- 
mental argument against a duty on sugar is the 
general argument against protection advanced by 
leading English and American economists. In its 
popular form this argument is expressed in terms 
of a money burden upon consumers. In order to 
protect a domestic industry a duty is imposed 
which raises the price of the commodity in question. 
This increase in price, so far as the imported portion 
of the domestic supply is concerned, goes to the 
United States Treasury and may be justified as a 
tax. But the same high price applies also to the 


domestic product. It brings no revenue to the 
213 


214 SUGAR IN RELATION TO THE TARIFF 


Treasury and is an unnecessary burden upon con-— 
sumers who, but for the duty, might have obtained 
the article from foreign producers at a lower price. 

More philosophically, the argument is that brought 
out in Chapter IV (pp. 98-100). To compel the 
people by means of a protective tariff to produce 
things themselves which they might obtain more 
advantageously through exchange with a foreign 
country is wasteful of human effort. 

Protection breeds international ill-will. The recent 
increase in the sugar duty has aroused great bitter- 
ness in Cuba against the United States, and this 
is only one form of the normal effect to be expected 
from a high tariff. Even were the argument sound 
that the United States is benefited by imposing 
restrictions upon imports from other countries, 
such benefits will clearly be neutralized if other 
nations impose similar restrictions upon imports 
from the United States. Action in this direction 
by one nation is certain to lead to retaliation by 
others. Such retaliation leads to counter retalia- 
tion and, with the augmenting ill will, world peace 
is endangered. In the present disorganized con- 
dition of the world following the Great War, legis- 
lation calculated to intensify rather than to allay 
international animosities seems peculiarly ill timed. 

Protection is prejudicial to the interests of the 
exporting industries. It is well established both 
by theory and statistics that the international 
remittances of a country balance one another. A 
protective tariff tends to diminish imports and 
hence tends to diminish the remittances which the 
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United States must make to foreigners. The 
result will be that foreigners will diminish their 
purchases in the United States and that domestic 
industries which are on an export basis will suffer. 
This may or may not show with respect to the 
country against which a specific item in the tariff 
is levied but it will show in the totals for all foreign 
trade. For example, a substantial reduction in 
the sugar duty would undoubtedly stimulate exports 
of sugar from Cuba to the United States. As a 
result of the increased exports, Cuba would have 
increased credits in the form of dollar exchange 
with which to make purchases. The purchases 
might be made directly in the United States or in 
England, France, or some other country. But 
wherever the purchases were made the seller would 
hold this dollar exchange and ultimately it would be 
used for purchases in the United States. That is, 
the increased imports of sugar from Cuba would 
ultimately be reflected in increased exports either 
to Cuba or some other country. 

By the same reasoning it can be shown that 
raising the duty on sugar will ultimately result in 
diminished exports to Cuba or to some other country 
and hence will be prejudicial to the interests of such 
domestic industries as are on an export basis. 


tl. ARGUMENTS IN FAVOR OF A DUTY 


The arguments just advanced indicate as a wise 
policy an immediate repeal of the duty. Let sugar 
be admitted free of duty from whatever source 
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derived, let so much of the domestic industry as 
can produce sugar at a cost lower than the world 
marginal cost survive, and let higher-cost pro- 
ducers go into some other industry offering greater 
advantages. Before arriving at this conclusion, 
however, it would be well to find out whether the 
protective policy with reference to sugar, which 
has prevailed for cver a century, offers no offset 
to the burden which it imposes. 

The most important of the arguments advanced 
in favor of retaining a duty on sugar may be listed 
as follows: (1) the vested-rights argument, (2) the 
young-industries argument, (3) the nationalist argu- 
ment, (4) the argument that protection affords 
opportunities for American labor and eapital, (5) 
the argument that protection diversifies industries, 
(6) the argument that a nation should be self- 
sufficient in the event of war, (7) the argument that 
protection to the sugar industry promotes conserva- 
tion of our natural resources, (8) the argument that 
protection to domestic sugar producers affords 
assurance against monopoly, and (9) the argument 
that a duty on sugar is desirable from a revenue 
standpoint. 

1. The Vested-rights Argument. The very fact 
that sugar has been granted protection for a long 
period of time and that during this time the 
industry has attained a position of no small impor- 
tance, argues for caution before making any radical 
change in policy. As shown in Table III (p. 57), 
the domestic industry in its several regions involves 
an investment of some $753,000,000 and the em- 
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ployment of some 279,000 laborers. It is true that 
the injury which would follow the removal of the 
duty on sugar may be exaggerated. The cost 
studies of the Tariff Commission show that a sub- 
stantial portion of the domestic industry in all 
regions of production, except perhaps Louisiana 
and the eastern region of the beet-sugar industry 
would survive even if sugar were admitted free 
of duty, though the profits of the surviving estab- 
lishments would be much reduced. Moreover, 
a distinction should be drawn between the agri- 
cultural and manufacturing stages of the industry. 
Land is available for other crops; and agricul- 
tural labor in the cane plantations and beet fields 
is not so specialized as to be seriously discom- 
moded in turning to other forms of agricultural 
employment. . 

When all is said, however, the abandonment of 
protection to the sugar industry would result in 
serious loss to investors and hardship to many 
laborers. The immediate and concentrated loss 
and confusion incident to the dislocation of a great 
industry must be weighed against the long-run, but 
widely diffused, benefit to the general public to be 
derived from free sugar. Moreover, the political 
aspect of the question can not be entirely ignored. 
the removal of the tariff could be accomplished only 
by the victory of some political party committed 
to this policy either with respect to sugar alone or to 
commodities in general. The loss is immediate 
and would fall heavily upon a comparatively small 
number of persons, who, however, because of their 
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position and standing in their respective communi- 
ties, have a political influence quite disproportionate 
to their numbers. The benefits of free sugar 
(except to the refiners and American investors in 
Cuban sugar properties) would, on the other hand, | 
accrue slowly and imperceptibly and would be so 
widely diffused that the beneficiaries would be 
scarcely conscious of the benefit which they had 
received. Having in mind the uncertain tenure 
of political parties, it may be apprehended that 
before these widely diffused benefits had been 
attained a political reaction would restore protec- 
tion—a result to which the loss suffered by the 
group of persons adversely affected would have in 
no small measure contributed. Under such cir- 
cumstances there would have been an economic 
loss without any compensating economic gain, 
except to the private interests mentioned above. 
Finally, the sugar industry has some claim to 
consideration under the vested-rights argument 
not common to protected industries in general. 
Besides the long period of protection which it has 
shared with many other industries, it has received 
direct encouragement of the most strenuous kind 
from the Department of Agriculture. Indeed, the 
very existence of a beet-sugar industry may almost 
be said to be due to the activities in its behalf of 
this branch of the Government. The wisdom 
which is displayed by a branch of the Government 
in thus encouraging an industry which is not likely 
to become self-sustaining without tariff aid may 
be questioned. But when such encouragement 
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has, in fact, been given and a great industry has 
developed under its stimulus, the wisdom of a 
sudden and violent change is equally open to 
question. 

But if vested rights argue for caution in removing 
or greatly reducing the duty on sugar, they equally 
argue for caution in greatly increasing it. The 
prosperity of the seaboard refineries, which repre- 
sent an investment of nearly $200,000,000 and 
which employ some 20,000 laborers, is largely 
dependent upon imports of foreign sugar. Any 
considerable increase in the duty is injurious to 
this great interest, which, as it more nearly coin- 
cides with that of the consuming public than does 
the interest of the domestic producers, is at least 
entitled to equal consideration. 

In this connection a word may be said for the 
Cuban sugar industry. It is perhaps out of place 
to consider the interest of foreign countries in 
general in connection with the discussion of an 
American tariff policy. But Cuba stands in special 
relations to the United States. The reciprocity 
treaty of 1903, providing for preferential rates of 
duty, and the supervision which the United States 
exercises over Cuban affairs put Cuba in a some- 
what different position from other countries. They 
were actions which could easily be interpreted as 
encouragement on the part of the United States 
government to the people of Cuba to engage in the 
production of commodities for export to the United 
States and to American capitalists to invest in such 
industries. Under this tacit encouragement the 
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Cuban sugar industry has rapidly expanded and 
some three quarters of a billion dollars of American 
capital has been invested in it. The wisdom of 
granting governmental encouragement to a foreign 
industry, even more than the wisdom of granting 
encouragement to a domestic industry may be open 
to question, but, the policy once having been 
adopted, men who have committed their fortunes 
to enterprises whose success is more or less dependent 
upon this tacit assumption of governmental approval 
are as much entitled to consideration before making 
a radical change in policy as are those who have 
made investments in a domestic industry under a 
tacit assurance of protection. 

2. The Young-Industries Argument.—It is some- 
times claimed by the interests which demand a 
high duty on sugar that with adequate protection 
the United States will be able to produce sufficient 
sugar to supply its domestic needs and that ulti- 
mately competition will bring down the price, so 
that without injury to the consumer we may boast 
of complete independence of foreigners in the 
matter of sugar. The argument that the imposi- 
tion of a duty on certain commodities and under 
certain conditions may be followed by an ultimate 
reduction in price to the benefit of the consumer is 
known as the ‘‘young-industries argument” and is 
generally recognized as sound even by free traders. 
Its application to the sugar industry hinges on the 
question whether there is any reasonable expecta- 
tion that the marginal cost of producing the entire 
American sugar supply can ever be reduced through 
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competition and improved methods to a point as 
low or lower than the foreign marginal cost. It 
may be said at once that any such expectation is 
at best remote. The industry has already had over 
a century of protection, and the domestic marginal 
cost is still above the Cuban marginal cost, even 
with less than half of the domestic consumption 
derived from domestic sources. Sugar is predomi- 
nantly an agricultural product, and with a long- 
established agricultural industry it is far more 
likely that a great increase in output will be accom- 
panied by an increased rather than a decreased 
marginal cost. (See p. 110.) It would seem inevi- 
table that more than doubling the output from 
present domestic sources would greatly raise the 
marginal cost and hence the price. 

To consider the several regions specifically: 
Hawaii has apparently nearly reached its limit and 
probably the same is true of Porto Rico. Louisiana 
is even now the highest-cost region of production; 
its factories are equipped with modern machinery 
and production is carried on by modern methods; 
it has been long in the field and presumably already 
uses the best sugar lands. There would seem 
to be little prospect of materially increasing out- 
put in this region except at increasing cost. In 
the Philippine Islands, on the other hand, large 
areas of sugar lands are not yet appropriated to 
the sugar industry. Antiquated processes and 
machinery are giving way to improved methods. 
It is probable that the output could be greatly 
increased, perhaps doubled, at little or no increase 
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in marginal cost. Within the continental United 
States, as was shown by comprehensive surveys 
made by Dr. Harvey W. Wiley when chief of the 
Bureau of Chemistry of the United States Depart- 
ment of Agriculture, there appear to be sufficient 
areas suitable for the cultivation of the sugar beet 
to furnish sugar in quantities exceeding the entire 
domestic consumption, but there is no reason for 
supposing that the lands not yet appropriated to 
this end are more favorable for the cultivation of 
the sugar beet than those already utilized. Hence, 
there would seem to be little promise of securing 
the added supply at a lower marginal cost—rather 
the reverse. And it would still remain to be proved 
that the appropriation of this land to the culti- 
vation of the sugar beet would be better national 
economy than its appropriation to other crops. 
An unknown factor in the situation is Florida. 
This region is just being opened to the cultivation 
of sugar cane. Promoters claim for it conditions 
of soil and climate greatly superior to Louisiana 
and little if any inferior to Cuba. These claims 
are given countenance by the fact that large and 
responsible companies have secured sugar lands, 
are erecting factories, and are beginning to exploit 
the region. A substantial increase in domestic 
output from Florida without any increase in mar- 
ginal cost seems to be possible. It is extremely 
doubtful, however, whether an output from this 
source equal to Cuban imports could ever be 
obtained except at greatly increased marginal cost, 
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and it is certain that such a result could not be 
obtained until after the lapse of many years. 

8. The Nationalist Argument.—There exists a 
widespread feeling that it is better to produce things 
ourselves than to import them; that whenever we 
can develop an industry to a point where we are 
“independent of foreigners’ we have cause for 
self-congratulation, even though this independence 
involve some burden upon consumers. The logical 
goal from this point of view is complete national 
self-sufficiency. 

So far as sugar is concerned, doubtless, by imposing 
a sufficiently high duty, this end could in time be 
attained. As shown above, however, it would 
probably be at the expense of a heavy burden upon 
consumers and would, of course, deprive the 
Treasury of all the revenue now derived from sugar. 
Still, it could be attained; and the question arises, 
what would be the benefit? Probably the feeling 
has its basis in national pride and in an inborn 
aversion if not hostility to foreigners and to any- 
thing foreign. So far as it is susceptible of rational 
defense, however, it is supported by several plausible 
arguments, some of which are of a general char- 
acter and apply to other commodities as well as to 
sugar; while others apply specifically to sugar. In 
the background of most of the arguments cited 
below is this spirit of nationalism as opposed to the 
spirit of internationalism. Indeed, the ‘‘nationalist 
argument”’ is not so much an argument as a feeling. 
It is something accepted by the generality of men 
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as a matter of course. It is inherent, like patriotism 
and race prejudice. While not susceptible of logical 
analysis, probably more than all the other argu- 
ments combined it constitutes the great bulwark 
of protection. 

4. The Argument that Protection Affords Oppor- 
tunities for American Labor and Capital.—tIndustries 
established by protection are said to afford oppor- 
tunities for the employment of American labor 
and the investment of American capital. This is 
undoubtedly true, but the implication that the 
labor and capital in these industries could not, 
without them, have found an opening is, in general, 
not true. The normal result of protection is not 
so much to add to the sum total of openings for 
American labor and capital as it is to divert them 
from more to less effective channels. For example, 
it was shown (p. 120) that a decrease in the rate of 
duty on sugar would tend to lower the marginal 
cost of production by driving out those producers 
whose costs were near the margin. So far as their 
investment was in the form of specialized plant 
and machinery this would be a total loss. But to 
say that the quantity of labor and capital which 
had been used in these establishments would not 
find opportunity for as profitable employment else- 
where is entirely without warrant. Looked at in 
a large way, in any economic group, laborers, 
organized by capitalists, are occupied in supplying 
their own wants and those of the capitalists who 
employ them. They may isolate themselves and 
produce directly all the things needed by their own 
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group, or they may obtain part of the things by 
direct production and the remainder through com- 
merce. If they choose the latter method a part 
of the labor which under the former method was 
devoted to supplying articles for themselves will 
be devoted to producing articles to be exchanged 
for the articles imported. Of course, the inter- 
change is not accomplished by direct barter but 
through the medium of money and bills of exchange. 
But no principle of economic theory is_ better 
established by statistics than the principle that a 
country pays for its imports with its exports. 
Unemployment and idle capital spring from malad- 
justment in the complex industrial process and are 
as likely to occur under a protective as under a 
free-trade régime. Undoubtedly, a sudden transi- 
tion from one régime to the other is likely to cause 
such maladjustment and result in much idle capital 
and labor. But under normal conditions, once the 
country has adapted itself to either policy, unem- 
ployment and idle capital are no more to be appre- 
hended under one than the other. 

The proviso ‘‘under normal conditions,” however, 
covers an argument which may be fairly advanced 
for protection. A country which has adopted a free- 
trade policy and has adapted its economic life to 
a large foreign trade runs the hazard of being 
thrown seriously out of adjustment and of suffering 
for a considerable time from unemployment and 
idle capital when abnormal conditions, such as 
war or other international complications, arise. 
It is possible that England is now in this situation. 
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A country more self-contained in its industrial life 
is relatively less subject to this danger. 

5. The Argument that Protection Diversifies Indus- 
tries—It is argued that when a country devotes 
its capital and labor to the production of only those 
commodities to which it is best fitted it is apt to 
become stagnant and unprogressive. Especially 
is this said to be true if the specialized industries 
are agricultural. The stimulus to the mental life 
of the people, it is said, is well worth the cost of a 
moderately protective tariff. It is certainly true 
that the drift of modern life is to the cities and to 
manufacturing rather than to agricultural occupa- 
tions, and it is the great industrial nations rather 
than the more purely agricultural ones which are 
dominant in world affairs. For some industries 
the argument deserves serious attention. So far 
as the sugar industry is concerned, however, its 
application would seem to be rather to such regions 
as Cuba and the Hawaiian Islands than to the con- 
tinental United States. Both of these countries are 
probably to too great an extent ‘‘one-crop” coun- 
tries for their own good. It may be plausibly argued 
that a high protective tariff erected by other nations 
against Cuban sugar would, for Cuba, prove a 
blessing in disguise. Deprived of much of her 
market for sugar, she would be compelled to direct 
her productive forces to other channels. Her 
industries would become more diversified and the 
mental life of her people would be quickened. As 
applied to the sugar industry in the continental 
United States the argument has little force. 
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6. The Argument that a Nation Should be Self- 
sufficient in the Event of War.—lt is urged that indus- 
tries which produce the necessities of life and also 
“key”’ industries are peculiarly deserving of pro- 
tection. In the event of war, even though the 
United States is not directly involved, its foreign 
trade is likely to be seriously affected. Under such 
conditions, were the United States dependent upon 
toreign countries for its necessities of life, its people 
might be subjected to incalculable hardship. De- 
pendence upon foreign countries in the case of certain 
“key” industries might prove even more embar- 
rassing. Sugar may fairly be claimed as a necessity 
though its production is hardly a key industry. It 
would seem to be highly desirable, if it can be done 
without too great a burden, to obtain a considerable 
portion of the sugar consumed in the United States 
from domestic producers. The close proximity of 
Cuba and the peculiar relation in which that country 
stands to the United States, however, make the 
likelihood remote that the United States would 
ever be seriously embarrassed by lack of sugar, even 
in the event of war. 

7. The Argument that Protection to the Sugar 
Industry Promotes Conservation of Our Natural 
Resources.—Aside from the general claims that may 
be made for protection by all important American 
industries, sugar presents some claims of a special 
nature. The most important of these springs from 
the fact that the cultivation of the beet has a bene- 
ficial effect upon the soil and greatly increases the 
yield of other crops when used in proper rotation. 
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It may be argued that for this very reason there is 
little need for protection. If the planting of a beet 
crop at regular intervals adds as much as is alleged 
to the output of other crops with which it is planted 
in rotation, then the profit from the other crops 
would lead farmers to plant beets even though they 
had to sell them at a price which would enable 
sugar factories to compete with foreign sugar 
imported without duty. The farmers, however, 
would have to be educated to this point, and perhaps 
the best means of educating them is through pro- 
tection. Viewed from this standpoint the case 
presents something of the aspect of the “young- 
industries argument,’ and the duty should be 
looked on as temporary. Even if permanent, it may 
at least be said that, if protection is to be granted to 
agricultural products at all, it is better to make the 
grant in behalf of crops which are beneficial to the 
soil rather than of crops which are injurious. 

In this connection, though the argument may be 
somewhat fine spun, it is to be noted that sugar 
itself is a pure carbohydrate. It is elaborated by 
sunlight in the leaves of the plant from moisture 
and from the carbon dioxide in the air. It, there- 
fore, removes no valuable mineral constituent from 
the soil. The mineral constituents which are 
absorbed in the cane and beet may, with proper care, 
be restored to the soil after the sugar has been 
extracted. It is, therefore, a desirable crop from 
the standpoint of conservation. From this point 
of view it has been argued that it is better to grow 
our own sugar than to import it. For if we grow 
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it we are conserving our natural resources, but if we 
import it, the added imports will have to be paid 
for by increased exports, and there are few great 
articles of export which do not deplete our natural 
resources to a greater extent than does sugar. 

8. The Argument that Protection to Domestic Sugar 
Producers Affords Assurance against Monopoly.—An 
argument which is used with some success in recon- 
ciling the public to protection to the domestic indus- 
try is that it is necessary as a safeguard against 
monopoly. It is alleged that if certain great inter- 
ests, made up of the refiners and the American 
investors in Cuban sugar properties, were successful 
in their efforts to reduce or to remove the duty on 
sugar, they would be in a position first to destroy 
the domestic industry and then to restrict production 
and raise prices to the injury of the consumer. 
Whereas, because of the wide dispersion of the 
domestic industry among a multitude of small pro- 
ducers, such monopolistic activities on their part are 
impossible. 

Without doubt the refiners and the American 
investors in Cuba have a community of interest with 
respect to the tariff. They control great resources, 
their offices are in close juxtaposition in the business 
section of New York, they form a compact body of 
men who can act in concert whenever it may be for 
their interest to do so. Their interest does call for a 
reduction of the sugar duty, and there is every 
reason to believe that they ‘would be glad to free 
themselves from the competition of domestic pro- 
ducers and control the supply and price in precisely 
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the manner just described.. There is some evidence 
also that over short periods of time they have been 
able to manipulate the speculative market to their 
advantage. All of this may be conceded, but it 
may still be doubted whether, except over short 
periods of time, they would have it in their power, 
even with a very low duty or no duty, to bring about 
results so prejudicial to the interests of the general 
consuming public as is the present high rate of duty. 

In the first place, the data collected by the Tariff 
Commission show that, after making allowance for 
transportation costs to a common market, a sub- 
stantial portion of the sugar in all the regions of 
domestic production, except perhaps Louisiana 
and the eastern area of beet-sugar production, is 
produced at a cost lower than the present Cuban 
marginal cost, not including the duty. (See pp. 
132-36.) Hence a reduction in the duty would not 
destroy the domestic industry. A considerable 
domestic output would be forthcoming even under 
free sugar. 

In the second place, the power of these interests 
to achieve a monopoly control over supply and 
price may be doubted. Such a combination on the 
part of purely American interests would necessarily 
be clandestine and would be subject to constant 
attack by the courts. Moreover, even if there were 
no legal impediment it is doubtful if the attempt 
to maintain such a combination could be per- 
manently successful. The American Sugar Refining 
Company, sometimes still referred to as the “‘Sugar 
Trust,’’ now furnishes only between 30 and 40 per 
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cent of the output of refined sugar. It is by no 
means in a sufficiently dominating position to control 
the price. Competition would be sure to arise 
among the independent refiners.: Even when the 
sugar monopoly was most complete it was not able 
to crush competition altogether. On two occasions 
it was subjected to competition so active as to leave 
it little or no profit, first, from Claus Spreckels, and 
later from the Arbuckles. As to the American 
investors in Cuba, though they form a compact 
group controlling about two-thirds of the sugar out- 
put of Cuba, they are hardly at present in a position 
to effect a permanent monopoly capable of limiting 
the supply and fixing the price. Of the 197 centrals 
manufacturing sugar in Cuba, more than a third are 
entirely independent of American control. Even 
those under American ownership are controlled by 
different ‘‘groups,”’ as the Rionda group, the Howell- 
Post group, the Atkins group, and others. Experi- 
ence has shown the difficulty of maintaining a per- 
manent monopoly control among such an aggregate 
of groups, among whom conflicting interests are sure 
to arise. 

Finally, there is a definite limit to the amount of 
monopoly profit which could be obtained by a com- 
bination either of refiners or Cuban producers. 
The limit for the Cuban producers is the Cuban 
preference in the United States tariff. If they hold 
the price at a figure above the marginal cost (which 
would be the normal competitive price) by an 
amount greater than the Cuban preference, American 
buyers will import full-duty sugars. Under the act 


232 SUGAR IN RELATION TO THE TARIFF 


now in force the Cuban rate on 96° centrifugals is 
1.7648 cents per pound, and the full-duty rate is 
2.206 cents per pound. The difference, 0.4412 of a 
cent per pound, is the limit above the normal com- 
petitive price at which a Cuban combination could 
hold the price of raw sugar before full-duty sugar 
would begin to come in.!_ As the duty is reduced, so 
also is the Cuban preference and the possibility of 
profit by a Cuban combination. If the duty were 
entirely removed, the Cuban preference would dis- 
appear and with it the possibility of monopoly 
profit by a combination. However, it takes time 
to establish new connections, to make purchases, and 
to transport sugar from new regions. It is not 


1The argument in the text is based on the supposition of a 
“world market”’ for sugar from whatever source derived. World- 
wide competition would tend to establish such a market and fix 
a world price from which the prices quoted in any specific market 
may differ only by transporiation and tariff charges. Cuban 
sugar, South American sugar, Java sugar would all conform to this 
price. Suppose this price ec. and f. New York were 5 cents per 
pound. Then the duty-paid price on Cuban sugar would be 6.7648 
cents per pound. Now, because of the Cuban preference, the duty- 
paid price from other foreign countries would, under the supposi- 
tion of a world price, be 7.206 cents per pound. Hence, so far as 
the New York market is concerned, a Cuban combination could 
hold the price at 5.4412 instead of 5 cents before it encountered 
competition from other foreign sources and hence could reap a 
monopoly profit of 0.4412 of a cent per pound. 

The New York price determines: the price in other markets in 
the United States. (See p. 115.) In somewhat the same way one 
market is the dominant market of the world. Formerly it was 
the Hamburg market which fixed the world price. Now New 
York is the dominant market for the world as well as for the United 
States, and it is the New York price that fixes the world price. 
But it is conditions of world supply and world demand that in 
turn fix the New York price. 
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denied that, were a combination of Cuban producers 
possible, it might make a monopoly profit above the 
Cuban preference for a brief time. 

Similarly with respect to the refiners, their pos- 
sibility of permanent monopoly profit is limited by 
the price at which refined sugar can be imported. 
Leaving out of account differences in costs of trans- 
portation, and assuming that sugar can be refined 
at the same cost in some foreign country, say, 
England, as in the United States, then the possibility 
of permanent monopoly profit by a combination of 
American refiners is the difference between the full 
duty on imported refined sugar, 2.389 cents per 
pound, and the preferential duty on Cuban raws, 
1.7648 cents per pound, or 0.6252 of a cent per 
pound.! To this must be added the difference in 
freight charges between the routes Cuba—London-— 
New York and Cuba—New York. Allowance must 
also be made for a possible difference in the cost of 
refining in the United States and England. But 


1 Assume the price of Cuban raws to be 5 cents per pound f.o.b. 
Cuba, and that they can be imported into England duty-free when 
imported for refining and reexport: 


New York London 


Price of 96° centrifugals f.o.b. Cuba............ 5.0000 5.00 
Duty on Cuban raws at New York............ 1.7648 

Cost of refining, including normal profit........ 1.5000 1.50 
Duty on refined sugar from England at New York. ...... 2.39 


8.2648 8.89 


Under the conditions assumed refined sugar could be imported 
from London at 8.89 cents per pound. American refiners could 
produce refined sugar in New York and receive a normal com- 
petitive profit at 8.2648. Hence there is a possible monopoly profit 
of 0.6252 of a cent per pound. 
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when all allowance is made, it is seen that the burden 
upon the consumer which could be exacted by a 
combination either of refiners or of Cuban producers 
is much less than the burden of the tariff. As in the 
case of the Cuban producers, it is the permanent 
burden which is referred to. Over short periods of 
time a combination of refiners manipulating the 
market might produce price fluctuations much in 
excess of the above figures. 

On the other hand, the possibility of combination 
by the domestic producers must not be neglected. 
It is true there are a great number of competing 
producers and that they are scattered over wide 
areas in the continental United States and its in- 
sular possessions. Such a situation, it is argued, is 
fatal to effective combination. Yet the possibility 
of concerted action is proved by the sugar tariff itself. 
The producers in the several regions of domestic pro- 
duction maintain trade associations, one of the duties 
of which is to represent their interests before Con- 
gress. The increase in duty under the acts of 1921 
and 1922 is directly traceable to the pressure brought 
to bear upon Congress by these great interests both 
by individual representatives and by concerted 
action through their trade associations. 

On the whole, it would seem that whatever danger 
there may be from price manipulations by the con- 
certed action of the refining and Cuban interests, it 
would be diminished rather than increased by the 
removal of the duty on sugar. With the removal of 
the duty any attempt at artificial price-fixing by 
such a combination would be quickly met by the 
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entrance into the American market of sugars from 
manufacturers and refiners in every quarter of the 
globe. Such an artificial price could be made effect- 
ive for a few months at most and the burden on the 
public could hardly equal the permanent enhance- 
ment of price due to the tariff. It may be recalled 
in this connection that it was a great magnate in the 
sugar industry who testified before the Industrial 
Commission in 1899 that ‘‘the mother of all trusts is 
the customs tariff bill.” 

9. The Argument that a Duty on Sugar Is Desirable 
from a Revenue Standpoint.—As a source of revenue 
sugar has been and still is the most important of all 
imported articles. It yields not far from one-fourth 
of the entire amount derived from customs duties. 
Having in mind the needs of the government, there 
is probably no argument in favor of a duty on 
sugar more forcible at the present time than its 
availability for revenue. It is a thoroughly stand- 
ardized commodity, and under the method of 
assessing duties in accordance with the polariscopic 
test it carries little danger of fraud or evasion. 
Although the duty on sugar imposes no small burden 
upon consumers as a whole, yet sugar is to such an 
extent an article of universal consumption that the 
burden is widely diffused and is not heavy upon 
any one person. (See pp. 97-100.) Reduced to a 
per capita basis the total annual burden of the 
sugar duty was shown to be $1.97. Of this amount 
$1.13 is the taxpayer’s contribution to the United 
States Treasury and 84 cents is his contribution for 
protection to the sugar industry. 
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At just what figure the rate should be fixed, when 
imposed for the purpose of revenue, is a matter to 
be decided in the main on grounds of political expe- 
diency; but the following economic principles may 
be kept in mind in arriving at a decision. In any 
year, under the conditions of supply and demand 
then prevailing, there is some rate which will yield 
amaximum revenue. A rate lower than this, though 
tending to increase imports, will not increase them 
enough to offset the loss on each pound due to the 
lower rate; and a rate higher than this maximum, 
though yielding more revenue per pound, will 
diminish imports to an extent more than sufficient 
to offset the gain. Obviously, in fixing a duty for 
the purpose of obtaining revenue the rate should 
not be higher than this maximum revenue-yielding 
point. Below this point the following principle 
should be kept in mind: As the duty is increased 
the burden is increased not only on the imported 
sugar, which burden may be justified by the added 
receipts to the Treasury, but it is also increased on a 
steadily increasing proportion of domestic sugar 
without any compensating benefit to the Treasury. 


CHAPTER IX 
CONCLUSIONS 


Before stating the conclusions arrived at in the 
present study it should again be emphasized that the 
large question of the respective merits of free trade 
and protection as general principles of national eco- 
nomic policy are not entered upon. Nor is judgment 
passed upon the question whether or not a customs 
tariff is from a fiscal standpoint a desirable method 
of raising revenue. It is assumed that a customs 
tariff is to remain and that the somewhat illogical 
procedure of using it for both protection and revenue 
is also to continue. The primary aim of the study 
is from this viewpoint to determine what should 
be the tariff policy with respect to sugar. 

The principle of “equalizing costs of production” 
does not offer a fully satisfactory solution. A principle 
which has gained much popular approval as a 
satisfactory solution of tariff problems is that of 
equalizing costs of production. This principle is 
now embodied in law. Under section 315 of the 
Act of 1922 the President is authorized to change the 
‘rate provided in paragraph 501, in case the rate 
there provided does not equalize costs of production 
between the United States and its chief foreign com- 
petitor, to such an extent that the new rate will 
equalize such costs of production. The Tariff 
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Commission is entrusted with the task of securing 
the necessary cost data. (See Appendix H, p. 242.) 
Judging by previous experience there will be little 
difficulty in obtaining adequate data from all of the 
domestic regions of production; and the economic 
and political situation is such that there is little 
doubt that adequate data will also be secured from 
Cuba, the only foreign competitor that needs to be 
considered. The case is, therefore, one of great 
interest as a test in the application of the law. 

The previous experience of the commission indi- 
cates that in Cuba and in all regions of domestic 
production there will be found about as many dif- 
ferent costs of production as there are factories, 
and the question will arise which, out of this multi- 
tude of foreign and domestic costs, shall be selected 
as the foreign cost and the domestic cost to be com- 
pared in order to ascertain the equalizing rate of 
duty. 

The costs which would seem from the discussion in 
Chapter V (p. 123) to have the best claim to be used 
for this purpose are the marginal costs and the 
average costs. After making proper allowance for 
freight differentials, the marginal costs f.o.b. factory 
in all regions of domestic production should be 
approximately the same; and if this marginal cost 
and the Cuban marginal cost f.o.b. factory plus 
transportation charges to the competitive market — 
can be ascertained the difference between them 
may be declared the “equalizing rate” of duty. 
If the industry had been in a settled condition for a 
number of years this rate at least would have the 
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merit of maintaining the foreign and domestic in- 
dustries in about the same relative position in the 
American market as they had been in the past, and 
if this be the object aimed at in ‘‘equalizing costs of 
production,” then the rate so ascertained might 
without impropriety be denominated the ‘‘ equalizing 
rate.” 

But in a literal sense there is no single equalizing 
rate. Any rate of duty, short of a prohibitory rate, 
will equalize the cost of production between some 
Cuban producer and some domestic producer, and 
after the lapse of years production in Cuba and in 
the various domestic regions will adapt itself to this 
rate, the margins will be raised or lowered, and this 
rate also will be found just to equalize the cuifference 
between marginal costs and hence with equal pro- 
priety might be denominated the ‘‘equalizing rate.’ 

If conditions in the sugar industry had remained 
normal since the passage of the Act of 1913 it might 
be asserted with some confidence that the ‘‘equalizing 
rate” ascertained as above would be found to be 
not far from 1 cent per pound, the rates of 1.6 under 
the Emergency Act and of 1.7648 under the Act of 
1922 not having been in force long enough to have 
greatly affected the previous marginal costs in 
Cuba and the United States. Under such condi- 
tions the present rate of 1.7648 cents per pound 
would be pronounced too high and should be 
reduced to the ‘‘equalizing rate” of 1 cent per 
pound. 

But conditions in the sugar industry have been 
very far from normal since 1913, and there have 
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been also very great changes in general price levels 
and wage levels. It is highly probable that the 
Tariff Commission will find the difference between 
marginal costs above 1 cent per pound, perhaps 
even as high as the present rate of 1.7648 per pound. 
If such is the case, then the President will have no 
ground for changing the rate; and the longer it 
remains unchanged the more will conditions in 
Cuba and the United States tend to adapt themselves 
to it, and subsequent investigations by the Tariff 
Commission will show it to be the “equalizing rate.” 

The Tariff Commission, instead of using marginal 
costs, which are somewhat difficult to determine, 
may prefer to use average costs and may make the 
equalizing rate the difference between the Cuban 
and domestic average costs. In this event also 
relative costs of production will tend to adapt 
themselves to the rate which is finally adopted, 
whatever it is. If the rate is made high, higher- 
cost domestic producers will be able to compete, 
thus tending to raise the domestic average cost, 
and some of the highest-cost Cuban producers will 
be unable to compete and will be eliminated, thus 
tending to lower the Cuban average cost. But the 
adjustment is not so complete as in the case of 
marginal costs. The increase or decrease in average 
costs will never be so great as the increase or 
decrease in duty; hence, the difference in average 
costs may remain permanently greater or less than 
the duty. For this reason if, as a result of the 
present investigation the President should apply 
what the Tariff Commission finds by the methods 
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of averages to be the equalizing rate, then another 
investigation, undertaken a few years later, would 
find some other rate to be the ‘‘equalizing rate.”’ 

The use of average costs presents a problem which 
does not arise in connection with marginal costs. 
The forces of competition tend to make marginal 
costs the same in all regions of domestic production 
but do not necessarily so affect average costs. 
Hence the question will arise whether the Cuban 
average should be compared with the domestic 
average taken as a whole or region by region. The 
difference between the Cuban and Louisiana aver- 
ages might be greater than the difference between 
the Cuban and Hawaiian averages and _ hence 
would indicate a higher rate of duty. A rate, 
determined by averages, sufficient to protect the 
beet-sugar industry in the mountain States would 
be insufficient for Michigan. Hence, the use of 
averages in determining the rate will call for the 
exercise of judgment, whether it is the intent of 
Congress in making the provision to protect the 
domestic industry as a whole or to protect it in its 
highest-cost region of production. 

Before dismissing the subject of average costs it 
should be noted that both the domestic and Cuban 
average costs are much lower than their respective 
marginal costs, but that the difference between the 
Cuban and domestic average costs is not neces- 
sarily very different from the difference between the 
Cuban and domestic marginal costs. Hence the 
rates of duty determined by these two methods 
may not differ widely. 
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The rate of duty on sugar should be determined on 
broad grounds of public welfare—not by set formula. 
By the methods described in the last few paragraphs 
it is evident that the Tariff Commission may deter- 
mine a rate of duty upon sugar which may be 
denominated the rate which equalizes costs of 
production, and it may be that the rate so deter- 
mined will prove as satisfactory to the various 
interests concerned as would a rate determined by 
any other method. It will have an appearance of 
mathematical precision, which will give it an air 
of finality and will serve to silence criticism. But 
since, as has been shown, any rate which the com- 
mission might name within a considerable range 
could, after the lapse of a few years, equally claim 
the merit of being the rate which would equalize 
costs of production the method can hardly be called 
scientific. 

The fact is that the question is at heart not one 
calling for a solution by a set formula such as that of 
“equalizing costs” or of “‘equalizing competitive 
conditions.”’ It is a question of public welfare. A low 
duty will produce certain results beneficial to some 
interests and injurious to others. A high duty like- 
wise will produce certain results beneficial to some 
interests and injurious to others. The economist may 
state what these results are and express an expert 
opinion as to their relative merits from an economic 
standpoint. His statement and expression of expert 
opinion should be valuable aids to Congress in 
forming a judgment. Some of the most important 
factors, however, are noneconomic in character. 


 _ a 
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Some are sentimental, as the nationalist spirit, 
which regards the production of the articles we con- 
sume by Americans rather than foreigners as a good 
in itself independent of economic benefit. Some 
are political, as the bearing of tariff legislation upon 
the question of international good or ill will. Some 
are ethical, as the question of vested rights. And 
even where the factors are economic, there must be 
a weighing of economic benefits and injuries. 

For example, what principle will determine the 
exact rate yielding the greatest economic benefit 
where the conflicting interests of domestic producers, 
seaboard refiners, American domestic consumers, 
investors in Cuban sugar properties, and the 
Government itself in its needs for revenue are to 
be compared and weighed? Such questions are 
obviously not matters to be settled by rule-of- 
thumb. Moreover, they affect vitally the personal 
and property rights of citizens. It is doubtful 
whether Americans will ever consent to entrust 
them to any body not directly responsible to the 
people. In matters of public policy, even where 
the economic and other considerations are all 
clearly understood, men are bound to differ in 
opinion as to what results are desirable and to 
group themselves in political parties in order to 
put their convictions into effect. In short, the 
tariff is in its very nature a political question and 
is likely to remain so. The hope of ‘‘taking the 
tariff out of politics” is visionary. 
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SUMMARY OF CONCLUSIONS 


In the course of this investigation the following 
conclusions bearing upon the tariff problem as it 
relates to sugar have been reached. 

1. The domestic sugar supply is produced at 
many different costs—from a cost so low that the 
domestic establishments producing at that cost 
can easily meet foreign competition from any source 
to a cost so high that even the present rate of duty 
is inadequate to afford protection. 

2. Among the numerous costs in each region of 
production there is found to be one which is so high 
that the establishment incurring it is barely able 
to survive from year to year. This cost may be 
called the ‘‘marginal cost,’’ and the establishment 
incurring it may be called the ‘‘marginal producer.” 
A few establishments are always found to be pro- 
ducing at a higher cost than this; that is, they are 
producing at a loss and hence are in process of 
elimination. The great bulk of the establishments 
produce at a cost less than the marginal cost and 
hence make greater profits in proportion as their 
costs are lower. 

3. The marginal costs in all regions of domestic 
production contributing to the same market, tend, 
after allowing for transportation costs, to become 
equal to each other and equal to the market price. 
The marginal costs in all regions of foreign produc- 
tion contributing to that market, again allowing 
for transportation costs, tend to differ from the 
domestic marginal cost by the amount of the duty 
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to which the foreign sugars are subjected before 
they can enter that market. 

4. Marginal costs tend to adapt themselves to 
changes in the tariff. An increase in the rate sets 
in operation economic forces which tend to stimu- 
late domestic production and decrease importation 
and ultimately to raise the domestic and lower the 
foreign marginal cost. 

5. From all this it follows that any rate of duty 
is a protective rate in the sense that it permits a 
portion of the domestic industry to survive foreign 
competition, and that the tariff problem is not a 
questicn of maintaining or destroying the domestic 
industry as a whole, but of determining what pro- 
portion of the total domestic consumption shall be 
of domestic origin and what proportion shall be 
derived from importation. Viewed from another 
angle, the problem is that of determining how great 
a degree of ineffectiveness in production and how 
great a burden upon consumers may be properly 
offset by increased national self-sufficiency. 

6. It further follows that after a lapse of years 
sufficient to allow costs of production to adapt 
themselves to a change in rate, any rate of duty will 
equalize costs of production, if by ‘‘costs of pro- 
duction” is meant ‘“‘marginal costs of production.” 
Hence, the problem now before the President of 
adjusting the duty so as to equalize costs of pro- 
duction is indeterminate. 

7. The annual burden upon consumers brought 
about by the duty on sugar may be roughly esti- 
mated at $216,500,000, or about $1.97 per capita. 
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Of this amount $124,500,000, or $1.13 per capita, 
is revenue received by the United States Treasury, 
and $92,000,000, or $.84 per capita, is the taxpayer’s 
contribution to ‘‘protection.’”’ With every increase 
in duty the revenue tends also to increase up to the 
point where the diminishing imports offset the 
increased receipts per pound; but the proportion of 
the taxpayer’s burden which goes to revenue tends 
to decrease while the proportion which goes to 
‘“protection”’ tends to increase. 

8. A careful weighing of all the arguments and of 
all the results developed by the inquiry leads to the 
conclusion that from the standpoint both of revenue 
and protection sugar is a suitable commodity to be 
subject to a moderate rate of duty. A rate which 
will maintain roughly the present proportions of 
domestic and foreign sugars in the domestic market 
is recommended. From the best data now available 
a rate of not less than 1.25 nor more than 1.5 cents 
per pound on 96° Cuban centrifugals is suggested 
as adequate to accomplish that purpose. 

The grounds for the first seven of the above con- 
clusions have been sufficiently discussed in preced- 
ing chapters. The eighth calls for more extended 
discussion. 

It was stated that the rate should be based on broad 
principles of public welfare. But the public 1s made 
up of diverse elements having antagonistic interests. 
In the case of sugar the interests chiefly to be con- 
sidered are: the Government with reference to its 
need of revenue, the masses of the people as taxpayers 
and consumers of sugar, the domestic producers, 
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the refiners, and the American investors in Cuban 
sugar properties. 

It is for the interest of the masses of the people 
that sugar should be admitted free of duty or, if 
subject to duty, that the rate should be low. The 
Government, however, needs revenue and because 
of the enormous public debt the need at the present 
time is pressing. To obtain revenue the people 
must be taxed. If it be assumed that the tariff 
is to serve in the future as in the past the double 
purpose of protection and revenue, sugar admirably 
adapts itself to this double purpose. Its revenue- 
yielding capacity is very great; for many years 
about one-fourth of the entire customs receipts have 
been derived from sugar; while the burden which 
the sugar duty in its protective capacity imposes 
upon the people, though great in the aggregate, is 
widely diffused and comparatively light upon any 
individual consumer. 

For the refiners and American investors in Cuban 
sugar properties, as for the masses of the people, 
the lower the rate the better. The sugar duty, how- 
ever, is no new thing; the business of the refiners 
and investors has developed to its present propor- 
tions in the face of it and, therefore, so long as it 
remains moderate it is not a serious burden. 

The domestic producers are benefited by a high 
duty and exert a steady pressure upon Congress to 
increase the rate. They represent a combined 
investment about equal to the combined investment 
of the refiners and the American investors in Cuban 
sugar properties. 
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The interests just discussed are all important and 
should all be given consideration and their claims 
weighed, when the attempt is made to fix the sugar 
duty on broad grounds of public welfare. Such a 
dispassionate study and weighing of claims leads to 
the conclusion that a wise national policy calls for 
the retention of a duty on sugar. So long as a 
customs tariff, whether levied for the purpose of 
protection or revenue, continues to be a part of our 
fiscal system there are cogent reasons why sugar 
should remain on the dutiable list. These reasons, 
briefly summarized, are (1) the availability of a 
sugar duty for revenue because of its great pro- 
ductiveness and the wide diffusion of the burden. 
(2) The political and economic inexpediency of sud- 
denly reversing a long-established policy of govern- 
ment. The sugar industry has received not only 
protection but special encouragement from the 
Government. Under this encouragement a great 
industry has developed which is to a considerable 
extent dependent for its prosperity upon a continu- 
ance of protection. . It would seem unwise, by a 
reversal of policy, to bring disaster to this industry. 
At any rate, so long as the principle of protection 
remains embodied in the tariff, there are no adequate 
reasons why the sugar industry should be singled 
out for attack. (3) It is a desirable industry to 
maintain because of its beneficial effect upon the 
soil, improving it for other crops and depleting it 
of no valuable mineral constituents. (4) Though 
less cogent than the other reasons, there may be 
some wisdom in maintaining a strong domestic 
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sugar industry in the: interest of national self-suf- 
ficiency. 

But if there are cogent reasons for maintaining a 
duty on sugar, there are equally cogent reasons against 
an excessive duty. With every advance in the rate, 
the burden upon consumers tends to increase without 
a proportionate increase in the revenue, less effective 
domestic producers are brought into the field and, 
once established, may claim the ‘‘vested-rights” 
argument for their maintenance, and, finally, reasons 
similar to those which were advanced in behalf of the 
domestic producers against the reversal of a long- 
established policy may be advanced in behalf of the 
seaboard refineries and the Cuban interests. 

Admitting that sugar should be retained on the 
dutiable list and that the rate should not be exces- 
sive, there may still be considerable difference of 
opinion as to the point at which the rate begins to 
be excessive. The difficulty of applying any such 
principle as that of “equalizing costs”’ or “‘ equalizing 
competitive conditions’? has been fully explained 
(p. 122). But in the course of the explanation a 
principle was brought out which might be made a 
basis of tariff adjustment in the sugar industry. 
(See p. 121.) Through the tariff it is possible to 
regulate the proportions of the total domestic consump- 
tion which should be derived from domestic and foreign 
sources. Mathematical precision is, of course, not 
to be looked for; the proportion realized will only 
approximate the proportion desired—and even then 
only after the lapse of years. With this under- 
standing, however, it would be possible so to adjust 
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the rates that in the long run about one-third, or 
about one-half, or about two-thirds of the quantity 
consumed should be of domestic production. ° 

In recent years a little less than one-half of the 
domestic consumption has been of domestic produc- 
tion.! This situation may be regarded as by no 
means unsatisfactory. It was brought about by 
the rates of 1.685 cents per pound of the Act of 1897, 
later reduced to 1.348 cents per pound by the 
reciprocity treaty with Cuba; continued at the 
same rate (1.348 cents per pound) under the Act 
of 1909; and again reduced to 1.0048 cents per 
pound by the Act of 1913. The acts of 1921 and 
1922 have not yet had time greatly to affect the 
marginal costs of production either in the United 
States or Cuba. 

In making a recommendation, the Institute is 
guided by the principle just outlined. A weighing 
of the conflicting interests (the government in its 
need for revenue, the masses of the people as tax- 
payers and consumers, the domestic producers, the 
refiners, and the American investors in Cuban sugar 
properties) has led to the conclusion that the most 
equitable adjustment will be effected by a rate 
which will stabilize the industry in about its present 
position with reference to foreign and domestic 
sugars. 

As for some years after the passage of the Act of 
1913 the proportion of domestic sugars in the total 
domestic consumption continued to increase, it 


1This percentage was 47.8 in 1919, 34.2 in 1920, 53.9 in 1921, 
42.5 in 1922, 42.0 in 1923. 
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would appear that the rate of 1.0048 cents per pound 
imposed by that act was more than sufficient for 
the purpose of such stabilizing. There are reasons 
for believing that a rate of somewhat more than 
1 cent per pound would now be necessary for that 
purpose. 

The value of money has declined since 1913. A 
cent does not have the same purchasing power and, 
when applied as a specific duty, does not afford the 
same protection now as then. ‘Tariff Commission 
figures indicate that in 1913 the Cuban marginal 
cost of sugar (including transportation to New York) 
was about 2.8 cents per pound, while the domestic 
marginal cost was about 3.8 cents per pound. Index 
numbers of wholesale prices are at present fluctuating 
about a figure not far from 150, on a basis of 100 for 
1913. If costs of production have increased all 
along the line in the ratio of index numbers, then on 
the basis of an index number of 150 the marginal 
cost in Cuba would now be 4.2 cents per pound and 
the marginal cost in the several regions of domestic 
production would be 5.7 per pound, the difference 
being 1.5 cents per pound. That is, on the basis of 
the present purchasing power of money, conditions 
which would have justified a rate of 1 cent per 
pound in 1913 would now justify a rate of 1.5 cents 
per pound. On this basis, if a rate of 1 cent per 
pound was a little more than sufficient to stabilize 
the industry in 1913, a rate of a little less than 1.5 
would be sufficient to stabilize the industry now. 

But an index number is an uncertain guide. It is 
an average; and an individual industry may follow 
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a course with respect to costs and prices differing 
considerably from the average. In the present 
instance, however, the use of index numbers as a 
method of estimating costs appears to be warranted. 
The present Cuban marginal cost ec. and f. New 
York, obtained by the use of index numbers, is, as 
just noted, 4.2 cents per pound. The marginal cost 
indicated by the recent report of the Tariff Com- 
mission (average, 1921-22) is 4.18 cents per pound. 

Recent Tariff Commission figures support this con- 
clusion. In Chapter V (pp. 1387-149) an analysis of 
the recent report of the Tariff Commission was at- 
tempted and several rates were obtained which, 
according to the basis assumed, should approxi- 
mately ‘‘equalize costs of production”’ as they are at 
the present time and hence tend to stabilize the 
industry in its present ratio of foreign to domestic 
consumption. These results ranged between the 
extremes of 1.22 and 1.66 cents per pound. On the 
whole, the result obtained from a weighted average 
of marginal-cost differentials would seem to have the 
weight of evidence in its favor from the standpoint 
of theory. This rate was 1.37 cents per pound. 
It will be noted that it does not differ greatly from 
the rate obtained by the method of index numbers 
(“a little less than 1.5 cents’’) nor from the rate 
obtained by averaging the differentials obtained by 
the Tariff Commission for previous years (1.25 cents). 
Without wishing to appear dogmatic, it would seem 
that a rate somewhere between these limits (1.25- 
1.5 cents per pound against Cuban sugar) would be 
‘ ample to stabilize the sugar industry with respect 
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to the proportions of foreign and domestic output 
in the total consumption. 

The present rate (1.7648) appears to be unneces- 
sarily high. It will tend to raise the domestic 
marginal cost and encourage the entrance into the 
field of ineffective domestic producers who, once 
they have become established can claim the 
“‘vested-rights”’ argument against a reduction of 
the duty. If a reduction is to be made the present 
is a favorable time for making it. The high range 
of prices—much above marginal costs (see p. 134) 
—makes it possible to effect a substantial reduc- 
tion in the rate, resulting in some relief to con- 
sumers without imperiling any branch of the domestic 
industry. 
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APPENDIX A 


CONTRACT FORMS BETWEEN BEET-SUGAR 
MANUFACTURERS AND FARMERS 


MICHIGAN SUGAR COMPANY 


SAGINAW PLANT 


Suaar Bret ConrTract concerning raising and 
delivery of sugar beets for campaign of 1923. 


The undersigned hereby agree to plant, cultivate, harvest, and 
deliver during the year commencing with the spring of 1923, to the 
Michigan Sugar Co. (Saginaw plant), for its factory in Carrollton, 


IMRCI ree fh ossns. « acres of sugar beets on the following deenribed 
PATS MR UOE WED sh rc ictctsrs:<.<\si0 (aes «i « LEV ECIANOING Se cao more township of 
Bere Siscios x's a> my, tue Countynolanann. sora ce -erembaee 10s 
Michigan. 


At least 15 pounds of seed per acre shall be planted, which seed 
shall be furnished by the Michigan Sugar Company, at 15 cents per 
pound, and the cost of same is to be deducted from the first pay- 
ment made for beets delivered. The title to said seed and to said 
crop of beets from the time when the same begins to grow shall be 
and remain in the company. 

The beets are to be given due care, and the grower will follow 
instructions of the company in regard to preparing the soil, seeding, 
caring for, harvesting, and delivering the crop. 

Tn case the grower does not give the said beets due care or does not 
follow the instructions from the company regarding the caring for or 
the harvesting of the crop, then the company shall have the right 
to enter upon the lands set forth, and to care for, cultivate, harvest, 
and retain the crop and charge the expense thereof to the grower. 

All beets delivered under this contract shall be as free from dirt 
as possible and without weeds and leaves, and shall be properly 
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topped by the grower by passing the knife under the lowest leaf 
mark at right angles to the longitudinal axis of the beet. 

Said beets shall be harvested and loaded by the grower for the 
company on cars, or delivered at factory sheds, at such time and in 
such quantities as may be directed by the company. The company 
will not be liable to receive or pay for beets which do not test 12 per 
cent sugar, are rotten, or deemed by them otherwise unfit or unde- 
sirable for making sugar. 

It is understood and agreed that all beets delivered from wagons 
or trucks shall be unloaded as directed by the company, and, if 
forked into piles, all beets scattered on the ground by the grower 
shall be picked up by him and thrown on a pile before wagon or 
truck is moved. 

Beets delivered under this contract and loaded on cars by the 
grower will be paid for, subject to tare for dirt and improper topping, 
in accordance with the following table: 


If the average price of beet sugar, | The total compensation for beets 


as hereinafter determined, is: will be: 
$6.00 per 100 pounds $7.00 per ton beets 
$7.00 per 100 pounds 8.00 per ton beets 
If the average price of beet sugar, | The total compensation for beets 
as hereinafter determined, is: will be: 
$8.00 per 100 pounds $9.00 per ton beets 
9.00 per 100 pounds 10.00 per ton beets 


Fractional advances in the average price of beet sugar above $6 
per 100 pounds will be paid for in the same proportion as set out in 
the above table. 

If, however, the average price of beet sugar as hereinafter deter- 
mined is less than $6 per 100 pounds, then the company will pay $7 
per ton for beets grown and delivered under this contract. 

Preliminary payments to the grower will be made at the rate of $7 
per ton for beets grown and delivered under this contract, and will be 
made on the fifteenth of each month for beets delivered the pre- 
ceding calendar month. 

If the average price of beet sugar as hereinafter determined exceeds 
$6 per 100 pounds, then an additional price per ton above $7 will 
be paid by the company on February 15, 1924, so that the total 
price paid per ton for beets grown and delivered under this contract 
shall be as above set forth. 
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For beets delivered and unloaded by the grower in beet bins at the 
factory an additional seventy-five (75) cents per ton will be paid. 

Said average price of beet sugar shall be determined from the 
official New York net cash market quotations of Willett & Gray 
covering the central States territory (Michigan, Ohio, Indiana, and 
Illinois) during the months of October, November, and December, 
1923, and January, 1924, by adding together the prices of beet sugar 
so quoted for the working days of the said period and dividing the 
total by number of days quoted. 

All wagons or trucks used by the grower in the hauling and deliv- 
ering of said beets shall have boxes with tight bottoms, also tight 
sides and ends for 4 inches above bottoms, and shall be free from 
holes and cracks of sufficient size for dirt to sift through. Beets 
must be forked from wagon or truck by grower with a regular beet 
fork, and all dirt remaining in wagon or truck must be weighed out 
with wagon or truck. 

All samples for tare must be forked into tare baskets in the regular 
manner and must be fair samples of load. 


This contract not valid until approved by an 
officer of the company or its plant manager, and no 
agent of the company has any authority to change 
or alter the terms and conditions of this contract. 


enim ERO WGN) oe ornare neem bins cians cers weiss ceria seems 


MICHIGAN SUGAR COMPANY (Saainaw PLAnt) 


THE GREAT WESTERN SUGAR COMPANY 


LONGMONT FACTORY 


MEMORANDUM OF AGREEMENT between 


ae grower, and 
THe GREAT WESTERN SuGarR Co., Executed the 
a er Baw Mie. Jae 4-05 aL Deo 


The parties hereto mutually agree as follows, to wit: 
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1. The grower agrees to prepare the land for, plant, block, thin, 
cultivate, irrigate, harvest, and deliver during the season 1923, in 
compliance with the directions of the Great Western Sugar Co., 
hereinafter called the company, as may be given from time to time 
See Liao. acres of sugar beets on the following described lands, 
UO Wt Saree seus he epee eee ee quarter, section... --ummemeee town- 


Colorado; but in no event shall the company be held liable in dam- 
ages for any failure or partial failure of crop or any injury or damage 
to beets. 

2. That the seed shall be only that furnished by the company, for 
which the grower shall pay fifteen (15) cents per pound, and not less 
than 12 pounds per acre shall be planted. Seed bed must be ap- 
proved by the duly authorized agents or fieldmen of the company 
before the seed is planted. 

3. The grower agrees that all beets grown by him will be har- 
vested and delivered to the company as directed, at the factory or 
in cars at designated receiving stations of the company, properly 
topped at base of bottom leaf. The grower further agrees that all 
beets grown and delivered by him shall be free from dirt, stones, 
trash, and foreign substance liable to interfere with the work at 
the factory and shall be subject to proper deductions for tare, and 
that he will protect the beets from sun or frost after removal from 
the ground. The company has the option of rejecting any diseased, 
frozen, or damaged beets, beets of less than twelve per cent (12 per 
cent) sugar or less than eighty per cent (80 per cent) purity, or beets 
that are not suitable for the manufacture of sugar. It being agreed 
and understood that the company shall not be obliged to receive 
any beets prior to October 8 containing less than fifteen per cent 
(15 per cent) sugar. 

4. In the event that any portion of the beets grown under this 
contract shall not by the eighth day of October of said year be 
ordered delivered by the company, then in such case it shall be the 
duty of the grower to commence promptly and proceed with the 
harvesting and delivery of such beets as come within the contract 
requirements after the said eighth day of October without further 
notice from the company, and to complete full delivery of all of 
said beets on or before the first day of December of said year. 

5. All beets grown under this contract and delivered to factories, 
or designated “receiving stations,’’ in good condition in accordance 
with the terms of this contract, will be paid for by the company on 
the following basis: 


CONTRACT FORMS 261 


The price per ton (2,000 pounds) of beets delivered hereunder to 
the company shall be determined upon the average net return per 100 
pounds of sugar received by the company from sugar manufactured 
at all factories of the company within the States of Colorado and 
Nebraska, from the 1923 crop, and sold by the company during the 
period commencing October 1, 1923, and ending September 30, 1924, 
and also upon the average sugar content of all beets of the 1923 crop 
sliced by the factories of the company located in the State of Colo- 
rado, in accordance with the following schedule: 


Average 

net price Average Per Cent Sugar in Beets Sliced Colorado Factories 

received 

for sugar 

per bag | 18.0] 17.5| 17.0] 16.5/ 16.0] 15.5 | 15.0 | 14.5] 14.0] 13.5 | 13.0 

$ $ $ $ $ $ $ $ $ $ $ $ 

8.00 /11.34/11.02)10.71/10.39|10.08) 9.77) 9.45) 9.14] 8.82) 8.50} 8.18 
7.00 9.72] 9.45) 9.18) 8.90] 8.63] 8.37] 8.10) 7.83] 7.56] 7.29] 7.01 
6.75 9.31] 9.05) 8.79] 8.53) 8.27] 8.02] 7.76| 7.50) 7.24] 6.98] 6.72 
6.50 8.91] 8.66} 8.41] 8.16] 7.91| 7.67| 7.42) 7.18] 6.93] 6.68] 6.43 
6.25 8.50] 8.27} 8.03] 7.79| 7.56) 7.32) 7.08) 6.85] 6.61) 6.37) 6.14 
6.00 8.10) 7.87) 7.65| 7.42) 7.20) 6.97] 6.75| 6.52) 6.30] 6.07) 5.85 
5.75 7.69| 7.48] 7.27) 7.05) 6.84] 6.62) 6.41] 6.20) 5.98) 5.77| 5.56 
5.50 7.29| 7.08} 6.88) 6.68) 6.48] 6.27) 6.07] 5.87| 5.67| 5.50} 5.50 
5.25 6.89) 6.69) 6.50} 6.31] 6.12) 5.92) 5.73) 5.54] 5.50) 5.50) 5.50 
5.00 6.48] 6.30} 6.12) 5.94] 5.76) 5.58) 5.50) 5.50} 5.50) 5.50] 5.50 
4.75 6.07} 5.90| 5.74) 5.57] 5.50} 5.50} 5.50) 5.50} 5.50) 5.50} 5.50 
4.50 5.67| 5.51] 5.50) 5.50) 5.50] 5.50) 5.50] 5.50) 5.50) 5.50] 5.50 
4,25 5.50] 5.50} 5.50] 5.50] 5.50] 5.50} 5.50] 5.50) 5.50} 5.50} 5.50 


Fractions of sugar prices and beet tests to be in the same relative 
proportion. If sugar prices or beet tests are higher or lower than 
shown in the foregoing schedule, the price to be paid for beets shall 
be increased or decreased proportionately, but the minimum price 
for beets hereunder shall be the sum of $5.50 per ton. 

The net return on sugar sold as aforesaid during said period shall 
be determined by deducting from the gross sales price all such 
charges and expenditures as are regularly and customarily deducted 
from gross sales price of sugar, in accordance with the company’s 
system of accounting heretofore established, showing net receipts 
from sugar sold, after deducting all excise and sales taxes, if any, 
imposed on the production or sales of such sugar. 
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The percentage of sugar beets sliced, upon which is also based the 
price per ton of beets purchased hereunder, shall be determined by 
dividing the total number of tons of sugar in all beets from the 1923 
crop sliced in all the factories of the company in the State of Colorado, 
taking said factories together as a unit (as determined by the fac- 
tory laboratory analysis of cossettes), by the total number of tons 
of beets from said crop wherever grown which shall be sliced in all 
factories of the company in Colorado during said campaign (the 
beet tonnage to be established by the factory scale weights in each 
of said factories). 

Initial payments shall be made on the fifteenth day of each cal- 
endar month for beets delivered hereunder during the previous cal- 
endar month, at the rate of $5.50 per ton. Further payments will 
be made on the aforesaid price for beets from time to time in such 
amounts as the company may deem to be justified by market condi- 
tions and the quantity of said sugar sold. Final settlement for all 
beets delivered hereunder shall be made in accordance with the 
terms of this contract not later than October 15, 1924. Provided, 
however, that the company shall be entitled to deduct from initial 
payments due hereunder, and from any other amounts that may 
be due on said contract price for beets delivered under this con- 
tract, any and all indebtedness whatsoever which may be owing 
at any time by the grower to the company. 

6. The grower shall have the privilege of selecting, at his expense, 
a man of reliable character, satisfactory to the company, to check 
the tares and weights of the beets under this contract at the receiy- 
ing stations where any such beets may be delivered, and to check 
the polarization and purity of any beets that may be refused because 
of inferior quality and to check the analysis of beets as sliced. 

7. It is further agreed in the event of a shortage of cars after 
October 8, causing serious delay to the grower, said grower shall be 
allowed to fork his beets into piles, providing he piles them eight (8) 
feet high, under the direction of the company at the receiving sta- 
tions where large elevated dumps are established; and no loose dirt 
shall be removed from the wagon box until after having been weighed 
back. Po 

8. To ascertain the quality of said beets, the company shall have 
the privilege at various times during the growing and harvesting 
season of causing the beets to be sampled and polarized. 

9. The grower agrees not to assign this contract without written 
consent of the company. 
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‘THE GREAT WESTERN SUGAR COMPANY 


LONGMONT FACTORY Y “vdPigi Se Pos eee 


1923 


MEMORANDUM OF AGREEMENT between 
soa SR eae grower, and 
Union Suaar Co., Betteravia, Cal. 


The Union Sugar Co., hereinafter called the company, and 
(ote ee Se ee hereinafter called the grower, 
have agreed as follows: 

1. The grower agrees that during the season of 1923 he will grow 
sugar beets upon about............ acres of land hereinbelow de- 
scribed, and that he will, in compliance with the directions of the 
company, which may be given from time to time, prepare said land, 
and plant, replant, thin, cultivate, irrigate, harvest and deliver said 
crop in good condition at the company’s factory at Betteravia, as 
may be directed by the company; deliveries to be made not more 
than five days before the opening of the factory for the campaign of 
1923 and not later than five days before the close of said campaign. 

2. The company will furnish seed, for which the grower will pay 
fifteen (15) cents per pound, and no seed other than that furnished 
by the company shall be used in the planting or replanting of said 
crop. 

3. Beets must not be irrigated after July 15, except by written 
permission or direction of the company. 

4. The grower agrees to deliver beets free from stones, trash, or 
foreign substances liable to interfere with the work in the factory. 

5. The company may deduct the weight of earth from the total 
weight of each lot of beets delivered; and may make proper deduc- 
tions when beets are insufficiently topped. 

6. All sound beets will be bought and paid for as follows: The 
price per net ton will be based on the average net price, f.o.b., fac- 
tory, received for sugar sold by the Union Sugar Co. (after deducting 
any tax on sugar, not now but hereafter imposed by law) during 
the period of twelve months, begnning July 1, 1923, as ascertained 


264 APPENDICES 


and certified to by certified public accountant as per the following 
table: 


: Percentage Sugar in Beets 
Net price 
rec'd for 
sugar |} 12 | 13 | 14:1 15 | 26. |) 17 |) Stone erm D2 
Cents 
5 4.66] 5.05] 5.44) 5.83) 6.22) 6.61] 7.00) 7.38) 7.77) 8.16) 8.55 
5} 5.14] 5.56] 5.99] 6.42) 6.85] 7.28] 7.70) 8.13) 8.56) 8.99) 9.42 
6 5.60} 6.07| 6.53] 7.00) 7.47) 7.93] 8.40) 8.87| 9.33) 9.80/10.27 
64 6.20] 6.72] 7.23) 7.75) 8.27) 8.78} 9.30) 9.82)10.33)10.85)11.37 
Ub 6.80] 7.37| 7.93) 8.50) 9.07) 9.63/10.20)10.77|11.33)11.90)12.47 
7h 7.50) 8.12) 8.75] 9.37] 9.99)10.62|11.24/11.87/12.49/13.12)13.74 
8 8.20} 8.88] 9.57/10.25)10.93]}11.62)12.30/12.98)13.67|14.35)15.03 
8} 8.90) 9.64/10.38/11, 12/11. 86|12.60,13.34/14.09|14.83)15.57/16.31 
9 9.60/10.40)11.20)12.00/12.80/13.60)14.40/15.20)16 .00|16.80)17.60 
94 10.14)10.98}11.83'12.67)13.51/14.36/15.20)16.05|)16.89/17.74/18.58 


10 10.66/11, 55)12.44/13.33/14.22/15.11)16.00/16 .88/17.77|18.66)19.55 
10} 11. 20/12.13/13.07/14.00|14.93/15.87|16.80|17.73)18.67|19 .60)20.53 
11 11.74/12.71/13.69/14.67/15.65|16. 63/17 .60)18.58)19. 56/20. 54/21 .52 
11} 12. 26/13. 29/14.31/15.33/16.35/17.37|18.40|19 .42/20.44/21 .46/22.48 
12 12.80}13 .87|14.93/16 .00/17 .07|18. 1319. 20|20.27|21.33)22. 40/23 .47 


Fractions of sugar prices and beet tests to the nearest one-tenth 
in proportion. Prices of beets testing above or below percentages 
shown in table will be increased or diminished in the same propor- 
tion. 

(Example: If the net price received for sugar during the period 
mentioned is eight and one-half (84) cents per pound, the company 
will pay $14.83 per ton for beets testing 20 per cent in sugar. If 
the net price received for sugar is nine (9) cents per pound, the com- 
pany will pay $16 per ton for beets testing 20 per cent in sugar.) 

Initial payment shall be made for beets at a rate as high as may be 
consistent with the selling price of sugar after all beets are delivered. 
Further payments to be made from time to time as the net selling 
price of sugar may warrant. Final payment is to be made not later 
than August 1, 1924. ’ 

7. The company will also pay all railroad freights on beets loaded 
on cars, provided the cars are loaded to full capacity. AJl demurrage 
charges shall be paid by the grower. The freight on dirt above 5 
per cent shall also be paid by the grower. 
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8. The company agrees to furnish all beet wagon nets. 

9. The company shall have the right to deduct from any money 
due the grower under the terms of this contract all amounts due the 
company for seed furnished, money advanced, work performed, 
and any other obligation of said grower, also any amount due Union 
Commercial Co. 

10. Field labor expense in connection with transportation, camps, 
wood, and water must be borne by the grower. 

11. This contract can not be assigned without the written con- 
sent of the company. 

12. Any water that may be furnished by the company will be for 
the purpose of irrigating beet crops covered by this agreement only, 
and will terminate upon harvesting of said crop of beets, and it is 
agreed that grower will not contend, and it is declared that there is 
no intention that there is any dedication to public service. 

13. If factory of company shall be damaged by fire or other cause, 
preventing the working of said crop of beets, company may at its 
option pay grower fifteen dollars ($15) for each acre planted, leaving 
to grower the use of the land and the growing crop thereon. If such 
damage occurs before planting seed, this agreement is cancelled. 

14. The grower may, at his own expense, have representatives 
(weighman, tareman, and chemist) in scale house, tare room, and 
laboratory, to inspect weights and work done, such representatives 
to be experienced in the line of work to be performed and satisfactory 
to the company. 

15. The company guarantees the price of sugar to be not less than 
5 cents per pound. 


; GROWER 
iDEA, ae DOr ae ene 
OST Oa aL Es ES a 
Description of land........... UNION SUGAR COMPANY 


Cuter AGRICULTURIST 
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1923 


MEMORANDUM OF AGREEMENT between 
sg ese sible so Sein wid cele a) e ee ene grower, and 
Union Suaar Co., Betteravia, Cal. 

The Union Suaar Co., hereinafter called the 
company, and............5.. == hereinafter 
called the grower, have agreed as follows: 


1. The grower agrees that during the season of 1923 he will grow 
sugar beets upon about............ acres of land hereinbelow de- 
scribed, and that he will, in compliance with the directions of the 
company, which may be given from time to time, prepare said land 
and plant, replant, thin, cultivate, irrigate, harvest, and deliver said 
crop in good condition at the company’s factory at Betteravia, as 
may be directed by the company; deliveries to be made not more 
than five days before the opening of the factory for the campaign of 
1923 and not later than five days before the close of said campaign. 

2. The company will furnish seed, for which the grower will pay 
fifteen (15) cents per pound; and no seed other than that furnished 
by the company shall be used in the planting or replanting of said 
crop. 

3. Beets must not be irrigated after July 15, except by written 
permission or direction of the company. 

4. The grower agrees to deliver beets free from stones, trash, or 
foreign substances liable to interfere with the work in the factory. 

5. The company may deduct the weight of earth from the total 
weight of each lot of beets delivered; and may make proper 
deductions when beets are insufficiently topped. ; 

6. The company will weigh and pay the grower for all beets 
delivered in accordance with this agreement and accepted by the 
company, at the rate of eight dollars ($8) per ton of 2,000 pounds. 
The company reserves the right to reject beets testing under twelve 
(12) per cent sugar and eighty (80) per cent purity. 

7. The company will also pay all railroad freights on beets loaded 
on cars, provided the cars are loaded to full capacity. All demurrage 
charges shall be paid by the grower. The freight on dirt above 5 
per cent shall also be paid by the grower. 

8. The company agrees to furnish all beet wagon nets. 
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9. The company shall have the right to deduct from any money 
due the grower under the terms of this contract all amounts due the 
company for seed furnished, money advanced, work performed, and 
any other obligation of said grower, also any amount due Union 
Commercial Co. 

10. Field labor expense in connection with transportation, camps, 
wood, and water must be borne by the grower. 

11. This contract can not be assigned without the written consent 
of the company. 

12. Any water that may be furnished by the company will be for 
the purpose of irrigaling beet crops covered by this agreement only, 
and will terminate upon harvesting of said crop of beets, and it is 
agreed that grower will not contend, and it is declared that there is 
no intention that there is any dedication to public service. 

13. If factory of company shall be damaged by fire or other cause, 
preventing the working of said crop of beets, company may at its 
option pay grower fifteen dollars ($15) for each acre planted, leaving 
to grower the use of the land and the growing crop thereon. If such 
damage occurs before planting seed, this agreement is cancelled. 

14. The grower may, at his own expense, have representatives 
(weighman, tareman, and chemist) in scale house, tare room, and 
laboratory, to inspect weights and work done, such representatives 
to be experienced in the line of work to be performed and satisfac- 
tory to the company. 


UAC eats re Shoe eee 
“Daven os fe hats Le er 
Description of land........... UNION SUGAR COMPANY 


Boadmeg station ...... 2.6... 5: Byer a sie oe aeetagi ere caess rte 
» CuieF AGRICULTURIST 
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TABLE XIX(A).—Wor.tp PropucTION oF CANE SUGAR IN Tons 


Country 


United States: 


POLtO RICO). coum avereiaitievesorouna ntansete 

Havwallan Islands: «0/0... 05 eb aes ale 

Vitgit Talands se ocean piaeteteirale 
Cubans hoc ntnatpacesieerhelemettetetaiette 
British West Indles: 

ab git) OEY Aen armimcioncrtcy ayn OK 


J BTNAICH «<5 cciatm sibs wishes och HoeiOe ee 

PATUGIR WG o cre oietajelste cin ataiare eters even eta 

BG lita, Patter ais 2 arststersio sioaeiees 

Over British cc sacs srettly giatcieress 
French West Indles: 

Martinique «.. 05 csisison os 0-00" wiser 

COADCIOUDG arc cis: s visits ojeerely eicielere 
Sat: Domilige ni .. os eciee os Meeietaaiene 


FIGUBGORS nae vaislaiateistiteteatervreisterstete ete 


ATRONUING Te eters witien-scote ann states Piate 
BSP GIS viexecnipiccacatalatarerass siacetats piaeate rts 


Formosa and Japab....256seccececne 
Philippine Islands (exports).......... 


Mauritius 


Total cane sugar production. . . 


Yearly increase or decrease, world pro- 


MUCHON: (O60) o.5;0.0.6)5-+ 6 ai sbieis, efor tak 
Grand total cane and beet sugar...... 


Per cent of cane sugar to world pro- 


Guction (of sugar Hiei. cae chins oe 
* Concerning Sugar, p. C, 1922. 


Harvesting 
period 1912-13 1913-14 1914-15 
Oct.—Jan 153,573 292,697 242,700 
Oct.—Jan, 9,000 7,840 3,815 
Jan.—June 398,002 364,024 345,159 
Nov.—July 546,799 617,036 646,448 
Jan.—June 7,503 6,496 5,040 
Dec.—June | 2,719,961 | 2,909,460 | 2,903,787 
Jan.—June 47,411 62,147 65,948 
Jan.—June 12,856 37,393 36,487 
Jan.—June 9,775 17,453 16,871 
Feb.—July 8,305 17,186 12,678 
Feb.-Aug 11,967 9,694 14,202 
Jan,—June 6,608 8,735 7,328 
Jan.—July 44,194 44,955 43,718 
Jan.—July 42,352 29,299 44,371 
Jan.—June 94,820 118,471 121,259 
Dec.—June | .0-:bs0 |] sae eee 
Dec.—June 166,513 143,297 123,200 
Jan,—June 12,000 12,500 15,000 
Jan.—June 12,640 12,140 25,628 
Oct.—Dec. 93,993 118,956 130,617 
May-June 
Oct.—Jan. 10,734 15,680 13,440 
Oct.—Dee 1,307 4,335 4,470 
Oct.—Feb 7,474 4,905 7,834 
Jan.—Dec 202,772 251,384 289,730 
May-Nov. 162,311 308,996 370,324 
Oct.—Feb. 164,450 177,003 219,793 
eI 4,947,320 | 5,592,082 | 5,709,847 
Dec.—May | 2,893,632 | 2,566,480 | 2,755,842 
May-Nov. | 1,490,922 | 1,425,107 | 1,459,410 
Nov.—June 126,672 175,896 243,212 
Noy.—June 173,825 260,692 232,600 
Wa qenne 4,685,051 | 4,428,175 | 4,691,064 
June—-Nov. 145,357 298,219 275,977 
June-Nov. 106,075 103,165 108,528 
Rastarere 251,432 401,384 384,505 
Jan.—June 84,470 77,692 84,827 
Aug.—Jan 238,626 279,670 310,643 
Aug.—Jan 43,196 40,076 43,979 
May-Oct. 102,343 103,211 114,927 
May- Oct. 30,580 37,421 40,344 
soba. aie 499,215 538,070 594,720 
Dec.—June 14,585 8,131 6,167 
ve eR 10,397,603 |10,967,842 |11,386,303 
Herre 128,936 570,239 418,461 
ReaD 20,308,958 |20,527,472 |20,612,613 
56S Spare 51.2 53.4 55.2 


@ Latest estimates of Willett & Gray, — 
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or 2,000 Pounps For THE YEARS 1912-13 To 1922-23 IncLUsIvVE.* 


1915-16 | 1916-17 | 1917-18 | 1918-19 | 1919-20 | 1920-21 | 1921-22 | 41922-23 


137,500} 303,900} 243,599) 280,898 120,999] 169,116) 324,429 295,095 
1,120 7,000 1,120 45630)|) eras 6,987 3,270 3,220 
483,095} 502,395} 463,633) 406,132 485,884} 491,113} 431,200 379,071 
593,482} 644,571] 576,839) 603,583 555,725} 569,399} 548,800 523,040 
16,520 8,721 6,048 10,080 13,888 5,040 5,600 6,720 
3,368,865| 3,386,566] 3,859,613] 4,448,839] 4,177,686] 4,408,365] 4,475,953] 4,480,000 


71,939 79,398 50,687 53,920 65,426 61,525 58,240 61,600 
64,999 62,111 73,058 84,304 60,792 27,795 40,320 56,000 
16,960 31,731 38,416 48,160 52,500 44,800 47,227 42,560 
20,767 19,092 10,538 14,382 17,405 12,678 11,032 13,440 
18,039 16,854 9,908 12,209 11,240 9,031 9,437 16,800 

6,067 8,855 18,754 8,490 6,329 4,035 10,347 11,200 


43,596 38,576 23,387 11,230 21,389 26,694 20,528 22,064 
38,204 40,499 34,028 29,796 28,560 28,477 35,840 33,600 
141,185} 145,792} 142,601) 177,306 196,824] 207,812] 252,000 212,800 
25 5oeue | |S ee (eaeeas 3,696 4,620 6,300 13,757 13,440 
72,800 56,000 44,800 78.400] 103,040) 128,800) 134,176 134,400 


17,392 16,800 25,546 15,054 16,912 19,600 21,381 22,400 
21,808 17,427 20,600 15,949 22,400 41,050 31,329 31,360 


133,382] 128,007} 121,163) 120,467 95,599} 107,708} 120,265 113,263 


9,239 12,555 10,908 8,960 13,440 10,521 11,200 12,320 
9,973 20,313 11,851 18,706 19,841 25,139 17,637 17,920 
8,340 3,445 8,818 7,716 8,408 7,714 7,716 8,960 


305,337| 279,077] 316,889) 324,627 363,759} 379,218} 358,248 380,800 
164,572 92,669 96,671 143,476 329,267| 222,839 192,903 224,000 
212,524) 272,943) 282,070] 205,048 198,414] 380,871 364,000 476,000 


5,977,705] 6,195,297] 6,491,545] 7,136,058] 6,990,347] 7,402,627) 7,546,835) 7,592,073 


2,953,300] 3,055,360] 3,708,320] 2,654,400] 3,415,056] 2,807,078] 2,800,000] 3,346,560 
1,342,395] 1,787,715] 1 991,746] 1,959,337] 1,496.055| 1,689,806] 1,847,563] 1,939,700 
374,575| 532,090] 445,332] 465,559] 327,500] 383,237) 455,802) 454,496 
372,017} 226,974| 242,211] 218,724] 224,456] 286,544) 378,560] 319,200 


5,042,287| 5,602,139] 6,387,609] 5,298,020] 5,463,067] 5,166,665] 5,481,925) 6,059,956 


178,843| 215,971] 363,171} 235,035 181,774] 204,289] 334,545] 343,479 
134,288] 107,408 79,296 89,600 98,560 81,760 72,800 58,240 


313,131| 323,379] 442,467| 324,635} 280,334) 286,049) 407,345} 401,719 


110,840] 114,052 89,027 85,007 97,117 89,271 112,000 100,800 
240,260] 234,119] 252,522} 283,102 263,749} 291,057} 204,102} 258,933 
39,479 47,660 56,231 37,266 36,216 47,128 43,224 44,800 
125,531| 128,330] 119,000} 207,200 159,993} 169,680) 180,320 177,208 
41,128 40,406 47,926 22,724 42,710 56,227 38,581 50,400 


557,238] 564,567| 564,706] 635,299] 599,785) 653,363] 578,227 632,141 


4,770 5,053 7,759| | 7,295 6,667 7,590 5,512 6,720 


11,895,131 | 12,690,435] 13,894,086] 13,401,307 | 13,340,200} 13,516,294) 14,019,844 14,692,609 


508,828] 795,304] 1,203,651| ? 492,779| °61,107| 176,094] 503,550] 672,765 
18,932,346] 19,081,702| 19,452,222| 17,661,999 | 16,959,174] 18,698,719] 19,569,646 | 20,448,334 


62.8 66.5 71.4 75.9 78.7 72.3 71.6 71.9 
Weekly Statistical Sugar Trade Journal, New York, July 5, 1923. b Decrease. 
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TABLE XIX(B).—Wortp Propuction or Bret SuGaR IN Tons 


Country Harvesting) 1912-13 | 1913-14 | 1914-15 | 1915-16 
period 
Europe: 
Germanyisnesos ae sac Sept.—Jan.| 3,011,692) 2,885,753) 2,909,333] 1,909,404 
Czecho-Slovakia.....| Sept.—Jan. 
Avintria sh teret inkarte ante Sept.—Jan. | } 2,116,254] 1,854,816] 1,766,232) 1,114,866 
Hun gary somes. en Sept.—Jan. 
Fratice: toane seiecchee Sept.-Jan.| 1,078,973} 790,790} 333,954) 149,801 
Belgiums sesunee caren Sept.—Jan, 330,969 252,481 225,137 124,667 
ROU ANG yoqac-cnctereteners Sept.—Jan. 349,355 252,710 333,399 267,587 
Russia (Ukraine, Po- 
land, ete:)\.... 056. Sept.-Jan.} 1,549,804] 1,890,335] 2,203,416] 1,852,884 
Russia and Ukraine..| Sept.-Jan.|  ..... | ‘sye)si | uennne 
Poland sere touemosts Sept.Jan.| 2... fs tee ee 
Sweden fa daino rc wae Sept.—Jan. 162,553 153,532 176,229 142,593 
Denmark,..........| Sept.—Jan. 167,328 163,184 171,860 140,224 
BG 6 es ateeite ceva ars an) OD tae ane 218,628 361,921 183,753 253,529 
BDO a eats seroe Sept.—Jan. 163,988 154,756 111,617 122,953 
Switzerland......... Sept.—Jan. 3,360 5,180 13,832 17,920 
Bulgaria............| Sept.—Jan. 7,840 8,234 24,484 12,982 
Roumania,. 3. cesue Sept.—Jan 38,274 38,928 33,600 34,720 
Total in Europe...| ...... 9,199,018] 8,812,620] 8,486,846) 6,144,130 
North America: 
United States....... July—Jan. 698,952 733,934| 723,808} 873,327 
Canada os nice ne ae Oct.—Dec. 13,385 13,076 15,656 19,758 
Total N. America.| ...... 712,337 747,010| 739,464) 893,085 
Total beet-sugar 
PLOGUCHON . aasillaeeee 9,911,355] 9,559,630) 9,226,310} 7,037,215 
Estimated yearly increase 
or decrease in world 
Production ne oii te |e 2,265,970] %351,725] 2333,320/22,189,095 
Grand total cane and 
beet-sugar production] ...... 20,308,958| 20,527,472] 20,612,613] 18,932,346 
Per cent of beet sugar to 
total world production 
Of GUAT). 1s c/aeen| Lee oe 48.8 46.6 44.8 37.2 


* Concerning Sugar, p. C, 1922. 
4 Latest estimates of Willett & Gray, Weekly Statistical Sugar Trade Journal, 
> Decrease. 
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or 2,000 Pounds For THE YEARS 1912-13 To 1922-23 INcLUSIVE.* 


1916-17 1917-18 1918-19 | 1919-20 | 1920-21 | 1921-22 |21922-23 


1,768,001 | 1,733,655 | 1,488,838 815,204| 1,270,908] 1,466,059] 1,680,000 
{ 544,295 778,135) 727,415} 812,000 

16,509 17,992 26,853 
eked 36,376 82,560 78,400 
203,034 220,752 121,359 170,244 336,247| 306,740) 571,200 
148,845 144,277 81,772 161,948 267,406) 319,519} 301,136 
296,717 219,683 191,178 263,110 349,645] 414,465/ 291,200 


1,041,122 736,612 668,868 


1,480,192 | 1,152,010 377,010 
eee Gccaiie de fl se aces 97,094 99,109 55,299) 216,600 
60 2 uate | SO Te 156,800 212,614) 252,000) 369,605 
168,000 140,000 142,763 162,481 183,897| 254,240 80,408 
126,336 153,216 161,952 171,194 151,015) 164,416 98,988 
154,322 110,230 117,596 201,548 149,344) 239,750) 291,200 


131,827 148,761 153,671 90,003 188,187} 148,811 179,238 
9,240 9,800 12,096 9,576 4,155 6,160 8,960 
10,105 11,729 2,734 12,291 8,777 24,640 18,200 
Sep RMMCINN cn 9 ||| a fiyclaveisre fare are 5,600 28,000 28,000 


5,554,541 | 4,780,725 | 3,519,837 | 2,869,182] 4,057,924! 4,494,400} 5,051,988 


822,726 764,811 755,879 731,312] 1,085,749] 1,020,533) 689,848 
14,000 12,600 24,976 18,480 38,752 21,203 13,889 


836,726 777,411 780,855 749,792| 1,124,501} 1,041,736) 703,737 


jp ay a at 


6,391,267 | 5,558,136 | 4,300,692 | 3,618,974] 5,182,425) 5,549,802) 5,755,725 


>645,948 | 833,131 |°1,297,444 | 5641,718] 1,563,451] 367,377) 205,923 


19,081,702 |19,452,222 |17,661,999 | 16,959,174 | 18,698,719] 19,569, 646| 20,448,334 


33.5 28.6 _ 24.3 21.3 27.7 28.4 28.1 


July 5, 1923. 
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APPENDIX D 


EFFECT OF TARIFF CHANGES ON PRICES AND 
PRODUCTION 


Graphic method of showing the effect of a change 
in the duty on sugar upon the price and upon the 
relative quantities of foreign and domestic sugar 
consumed in the United States. 

Explanation of Figure 8 and Inferences to be Drawn 
from It.—The construction is similar to that of 
figures 1 and 2 (pp. 108, 111.) For each region the 
output of each ‘establishment is laid off along the 
line OX as the base of a rectangle, of which the 
altitude represents the cost of producing a pound 
of sugar in that establishment. The establishments 
are ranged according to cost. For each region, 
therefore, the upper bases of the rectangles form 
a broken line resembling a flight of steps. At the 
extreme right of the diagram is a curve representing 
the United States demand line, so drawn that if 
the total supply offered in the United States market 
is laid off along OX, the height of a vertical line 
drawn from the right-hand extremity of this distance 
to the demand curve will represent the price in the 
United States market. It will be seen from the 
nature of the construction that the greater the 
supply offered the less the price. 
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The distance OX, being the sum of the outputs 
of all the establishments offered'in the United States 
market, is clearly the total supply. The distance 
PX =P’O, therefore, represents the price. Assuming 
that equilibrium has been attained between produc- 
tion and demand and that in the cost are included 
transportation charges and the duty, if any, to the 
competitive market, then the point where the 
price line PP’ intersects the cost lines for each of 
the regions will represent the marginal cost for that 
region. Obviously, the marginal costs for all the 
regions are equal to one another and equal to the 
price. It will be noted that in each region a small 
portion of the supply is produced at a cost greater 
than the price, and hence is produced at a loss. 
The producers in this situation constitute the 
“extra marginal fringe” (p. 114). 

Study of the diagram will show that the operation 
of economic forces is always tending to keep the 
price and the marginal costs in all regions at a 
parity. Assuming demand and costs of production 
to remain constant, any increase in total supply 
would tend to lower the price and hence the profits 
of all producers in all regions. Production would 
therefore fall off, the total supply would be 
reduced, and the price improve until it has reached 
its former level. A decrease in supply would 
improve the price and stimulate production in all 
regions; as the supply increased, the price would 
fall until again it had reached its former level. 
Hence, so long as the demand and the costs of 
production remain the same, fluctuations from the 


EFFECT OF TARIFF CHANGES 279 


supply, price, and marginal cost shown in the 
diagram can be but temporary. 

Suppose, however, that demand were to 
strengthen, as is normally to be expected from 
growth in population and increasing appreciation 
for sugar. This would be shown by moving the 
demand curve to a position parallel to its present 
position, but above and to the right of it. Until 
the supply had increased beyond OX, a vertical 
line drawn from X to the demand curve would be 
longer than PX; that is, the price would rise. The 
increased price would stimulate production; but 
as production increased, the price would fall until 
a new equilibrium had been attained. Assuming 
that all the establishments retain their former 
costs of production and that those costs can not 
be decreased, then the increased supply called for 
by the increased demand could be forthcoming only 
at an increased marginal cost. The cost line in 
each of the regions would be extended a little to 
the right and upward. When the new equilibrium 
had been attained, it would be found that the point 
X was farther to the right and the price marginal- 
cost line somewhat higher. 

However, progress in the arts and sciences is 
constantly tending to reduce costs of production. 
The effect of such progress would be shown by a 
lowering of the cost line in all the regions. The 
lowered cost would increase profits and stimulate 
production. The increased production, however, 
would tend to lower the price line and check the 
increase in profits. A new equilibrium would be 
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found with both the cost and price lines lower than 
in the diagram, but with a supply larger than OX 
and with the price line intersecting the demand 
curve farther to the right and lower down. 

In actual experience, factors tending to increase 
demand and factors tending to lower cost are both 
active. Both, as just shown, tend to increase the 
total output, but the former tend to increase mar- 
ginal cost and price and the latter to lower them. 
During the last thirty years the latter has on the 
whole prevailed; and in spite of the enormous 
increase in consumption the real price (the price 
measured in terms of other commodities) has 
declined (p. 153). Because of the decline in pur- 
chasing power of the dollar, especially in recent 
years, money prices have risen. 

The foregoing discussion deals with the economic 
forces affecting the price and output of sugar irre- 
spective of the tariff. The -effect of imposing a 
duty may be shown by another diagram. 

Explanation of Figure 9 and Inferences from It.— 
Construction is similar to that of figure 8, except 
that the cost lines are represented as continuously 
ascending straight lines instead of ascending steps 
and that the ‘extra marginal” fringe of production 
in each region is omitted. 

Before the Imposition of the Duty.—The total 
output is OX. A vertical line drawn from X meets 
the demand line at P. PQ is thus the price line. 
The contributions to the total supply are indicated 
by the distances between the vertical full lines, and 
the cost lines from the several regions, by upward- 
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sloping full lines. From the nature of the con- 
struction it will be noted that, as in figure 8, the 
marginal costs in all regions are equal to each other 
and equal to the price. 

If at any level above OX a horizontal line be 
drawn cutting all the cost lines, then (regarding this 
line as a price line) the output that would be forth- 
coming from each region at that price can be easily 
determined. For example, if AG is the supposed 
price line, then at that price the output from Cuba 
would be AB, the output of beet sugar would be 
CD, and the output of Hawaiian sugar HF. There 
would at that price be no production in Porto Rico 
and Louisiana. The total output would, therefore, 
be the sum (AB+CD+EHF). Construct AH equal 
to this sum. By making a similar construction 
for other assumed price lines, a composite cost 
line may be easily constructed. 

After the Imposition of the Duly——Suppose a duty 
indicated by AK imposed. Then the cost for all 
Cuban producers is increased (so far as the American 
market is concerned) by the duty, and hence the 
new Cuban cost line will be parallel to its former 
position and above it by the distance AK. So long 
as there is no change in supply the price will remain 
PX. The new Cuban cost line cuts the price line 
at L. Hence, that portion of the former Cuban 
output indicated by LM will be produced at a loss, 
and accordingly Cuban sugars will to some extent 
retire from the American market, thus reducing 
the total supply. As the supply declines, the 
price will improve, and this process will go on until 
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a new equilibrium is found. To find the final 
equilibrium output and price a new composite cost 
line may be constructed by the same process as that 
used in constructing the former composite cost line, 
except that the Cuban contributions at the various 
assumed prices should be measured to the final 
Cuban cost line instead of the original Cuban cost 
line. The final composite cost line cuts the demand 
line at P’. As the domestic cost lines are in no wise 
affected by the tariff, they may all be drawn par- 
allel to their former positions, starting at the same 
lower level as before and terminating at their upper 
extremity in the final price line. 

When the construction is completed, it will be 
found that the total supply has decreased (from 
OX to OX’), the Cuban supply has also decreased 
(from ON to OR), while the output from each of the 
domestic regions has increased. The price has 
increased from OQ to OQ’, the increase (QQ’) being 
less than the increase in duty (QY =AK). 

The relation of the increase in price to the increase 
in duty depends on the elasticity of the demand 
curve and the relative elasticities of the foreign and 
domestic cost curves. The elasticity of demand 
or supply may be sufficiently defined for the present 
purpose by stating that the greater the percentage 
change in output that accompanies a given per- 
centage change in price the more elastic is the 
demand or supply. Without attempting a full 
demonstration it may be stated that the proportion 
which the increase in price bears to the increase 
in duty increases as the elasticity of the foreign 
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supply increases and decreases as the elasticities 
of the demand and domestic supply increase. 

By comparing the total consumption of sugar in 
the United States with the prices for the period 
1890-1914 a demand curve for sugar was con- 
structed and the coefficient of elasticity found to be 
about 0.7. Constructing a diagram similar to 
figure 9 with cost curves derived from the charts in 
“Costs of Production in the Sugar Industry”! 
and a demand curve with a coefficient of elasticity 
of 0.7, the increase in price normally to be expected 
from an increase in duty of 1 cent per pound at the 
present time was found to be about 0.8 of a cent. 


1 Costs of Production in the Sugar Industry: U. 8. Tariff Com. 
Tariff Information Ser. 9, Appendix B, 1919. 
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TABLE XXI.—Averace ANNUAL NEw YorK PRICES or 96° 
CENTRIFUGALS AND REFINED GRANULATED AND REFINERS’ 
Maran, 1890-1923 INcLusIveE.* 


(In cents per pound) 


Year 96° centrifugal | Refiners’ margin | Refined granulated 


1890 
1891 
1892 
1893 
1894 


1895 
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CT ee ne 
* Wholesale Prices, 1890-1922: U.S. Bur. Labor Statistics Bull. 335, pp. 90—- 
91, 1923. 


286 APPENDICES 


APPENDIX F 


COSTS OF PRODUCING CUBAN AND DOMESTIC 
SUGARS 


Tables reproduced from Report of United States 
Tariff Commission, December 1, 1923: ‘‘A Pre- 
liminary Statement of Cost Data Secured in Pending 
Sugar Investigation, the Subject of a Public Hearing, 
January 15, 1923.” The table numbers are those 
of the present publication, with the Tariff Com- 
mission’s original numbers in brackets. 

TABLE XXII [Table IT].—Averracs Costs or Sugar Propuction 


IN THE UNITED STATES AND CuBA, AS REPORTED IN PREVIOUS 
GOVERNMENTAL INQUIRIES 


(Costs are by poundage ¢ in cents per pound) 


U.S. beet Louisiana ae, 
Crop Haga Porto Cube refining 
years Raw? | First¢| Raw@ Rico cane 
Refined basis basis | basis Bear 
Pre-war | 4.123 | 3.492 | 4.480 | 4.101 2.898 | 2.828 | 1.700 | 0.631 
1916-17 | 4.357 | 3.287 | 4.605 | 3.963 | 3.853 | 4.229 | 2.904 | 1.070 
1917-18 | 5.498 | 4.199 | 6.471 | 5.692 | 5.339 | 4.568 | 3.931 | 1.299 
1918-19 | 7.149 | 5.845 | 8.207 | 7.525 | 5.119 | 5.769 | 4.104 | 1.304 
1919-20 | 8.954 | ..... 14,.256°)) 2.38 8.944 | 9.190 | 6.788 
1920-21 8.296 |) 255 10.931 


“That is to say, the total of the expenditures of all the factories combined 
has been divided by the total production of all the factories combined. An 
average by factories, on the other hand, is the average of the unit costs of the 
individual factories. 

> The figures in this column have been obtained by subtracting the cost of 
refining for each year, as shown in the last column, from the cost of producing 
refined beet sugar. 

© The figures in this column represent average costs for all grades of sugar 
produced in Louisiana combined—plantation granulated, yellow clarified, ete. 

4 The figures in this column are obtained by reducing the Louisiana costs 
indicated in the preceding column by amounts equal to six-tenths of the reduc- 
tion made for beet sugar as explained in footnote b (above). 
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TABLE XXIII [Table VIII].—Comparison or AveRAGE Raw 
CanmE-suGAR Costs IN CrEnTs PER Pounp, 1921 anp 1922 
Crors—In Various Reaions or THe Unirep STaTEs AND 


CuBA 


Items of cost 


Cost of cane.... 
Manufacturing 
expense....... 
Repairs and 
maintenance... 
Administration 
and general. . . 
Fixed charges, in- 
cluding interest 4 


Total above. 
Credit for receipts 
from by-prod- 


Net cost f.o.b. 
mill: 
Including in- 
Amount of in- 
terest 


Excluding 
Marketing costin 
cents per pound 
produced 


Cuba 


1921 | 1922 


2.4487/1.1583 


0.4568/0. 2758 
0.4314/0.1386 
0. 2788/0. 1696 


0.3980/0 .4232 


4.0137|2.1655 


0.0382/0.0191 


3.9755|2.1464 


0.0931/0.1496 


3.8824/1.9968 


0.4129/0.2265 


2.5941 
0.4695 
0.1295 
0.5487 
0.6199 


4.3617 


0.0228? 


4.3389 


0.0307 
4.3082 


0.6530 


Hawaii 


Porto Rico 


Louisiana 


1921 


0.0110° 


4.0135 


0.0409 


3.9726 


1921 


3.5195)2.9335 


0.6051/0.3575 
0. 2383/0. 1860 
0.3343)/0.2255 


0.2611|/0.4092 


4.9583)/4.1117 


0.0858)0 .0623 


4.8725|4.0494 


0.0597 )0. 1047 


4.8128)3.9447 


0.4734 |0.3755/0.2621/0.1559 


1921- 
22 
crop 


1922- 
23 
crop 


2.4919/3.5314 


0. 8226/0.7655 
0.2971/0.3418 
0.1627/0.1764 


0. 4640/0. 4897 


4. 2383/5 .3048 


0.2702 


0.4483 


3.9681)/4.8565 


0.1650/0.1731 


3.8031)/4.6834 


0.1204 


@ Includes only money actually paid out on loans, bonded indebtedness, and 


cumulative preferred stock, if any. 
money has been actually paid out. 


> Includes miscellaneous credits of 0.0022 cent per pound. 
© Includes miscellaneous credits of 0.009 cent per pound. 


Rent has also been included only where 
The amounts are, however, relatively small. 
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TABLE XXIV [Table IX].—Cost per Pounp BEET-suGAR 
PropucTIon, 1921-22 anp 1922-23 Crops * 


Average cost in cents per 
pound 
Ttems of cost 


1921-22 crop | 1922—23 crop 


Costiof beets... .«: sc. tee ea sees 2.8765 3.3729 
Manufacturing expense.............. 1.0844 1.1062 
Repairs and maintenance............ 0.2589 0.3067 
Administration and general.......... 0.2240 0.2921 
Fixed charges including interest %..... 0.6097 0.7153 
Collateral operations affecting manu- 

facturing Cosheetiecneroe eee 0.0865 0.1009 

‘Total abovere.cmrce seen eeeteee 5.1400 5.8941 

Receipts from by-products........... 0.1129 0.3047 
Net cost f.o.b. mill: 

Includingiinterest 1. .)-ere eee eee 5.0271 5.5894 

Amount of interest..............- 0.2665 0.1905 

Excluding interest.....2..+..0- sel 4.7606 5.3989 
Marketing costs: 

Per pound produced).2-- eae 0.8871 1.0465 

Per pound marketed.............. 0.8210 0.8033 


* Beet sugar is produced in the United States only in the form of refined sugar, 
so that the costs shown in the table are not comparable with costs of raw cane 
sugar without allowance for the cost of conversion of the raw into refined. 

@ Includes only money actually paid out on loans, bonded indebtedness, and 
cumulative preferred stock, if any. Rent has also been included only where 
money has been actually paid out. 
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TABLE XXV [Table X].—Proprortions or Raw CANE-SUGAR 
PRODUCTION IN THE UNITED STATES AND CuBA PrRopUCcED AT 
Various Costs, 1921 Crops * 


Approx. 
per cent 
pro- 
duction 
covered 
by 
cost 
data? 


25 
50 
55 
60 
65 


Cuba 
Per cent 

Cost total 

pro- 

duction 

3.32 | 23.83 
4.13 | 50.16 
4.21 | 54.80 
4.35 | 60.67 
4.40 | 64.74 
4.57 | 69.62 
4.70 | 75.65 
Mehl 6O. LL 
5.00 | 85.46 
5.16 | 88.07 
5.17 | 90.76 
5.22 | 92.09 
5.81 | 95.01 
5.85 | 96.74 
6.76 |100.00 


Hawaii 

Per cent 

Cost total 
pro- 

duction 
3.72 | 23.47 
4.20 | 51.52 
4.22 | 55.21 
4.33 | 61.06 
4.45 | 62.63 
4.46 | 70.49 
4.50 | 75.46 
4.78 | 82.03 
5.00 | 85.06 
5.67 | 87.77 
5.72 | 88.87 
5.85 | 92.40 
6.08 | 94.86 
6.32 | 97.48 
9.01 |100.00 


Porto Rico 
Per cent 

Gash total 
pro- 
duction 

4.30 | 25.01 
4.84 | 52.31 
5.02 | 59.32 
5.24 | 75.83 
5.27 | 81.30 
5.31 | 84.23 
5.39 | 88.33 
6.24 | 92.54 
6.30 | 98.46 
6.63 |100.00 


Louisiana 2 
1921-22 crop 


Per cent 

Cost total 
pro- 
duction 

3.14 | 22.91 
3.65 | 49.94 
3.68 | 59.82 
3.75 | 68.25 
4.35 | 81.31 
4.60 | 90.24 
4.85 | 95.42 
5.43 | 96.56 
5.64 |100.00 


* Costs f.o.b. mill in cents per pound at and under which various proportions 
of crops were produced. E 
“This column is meant only as approximate guide to percentages of pro- 
Actual percentages are given to the right of 


duction for each cost group. 


each cost figure. 
> Includes only the 18 mills producing raw sugar as main product. 
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TABLE XXVI [Table XI].—Proportions or Raw CANE-SUGAR 
PRODUCTION IN THE UNITED STATES AND CuBA PRODUCED AT 
Various Costs, 1922 Crops * 


Approx. 
per cent 
pro- 
duction 
covered 
by 
cost 
data? 
25 
50 
55 
65 
70 


75 
80 
85 
875 
90 


925 

95 

975 
100 


Cuba Hawaii Porto Rico? 
Per cent Per cent Per cent 

Cost total Cost total Cost total 
pro- pro- pro- 
duction duction duction 

1.87 | 24.770| 3.41 | 23.712) 3.31.) 22.65 
2.11 | 49.890} 3.97 | 49.669) 3.67 | 49.16 
2.16 | 55.030} 4.06 | 53.651) 3.73 | 55.99 
2.29 | 65.280} 4.24 | 67.338] 3.98 | 65.22 
2,02.) 68-760) aenrcutinerstsnne 4.36 | 70.22 
2.34 | 74.750| 4.31 | 74.907) 4.50 | 74.23 
2.42 | 80.165) 4.44 | 79.961) 4.96 | 79.14 
2.49 | 85.159) 4.75 | 85.277) 4.97 | 84.83 
2 GLU 6875245) 9 etn peter 5.02 | 87.78 
2.55 | 89.877} 4.84 | 90.903] 5.18 | 90.36 
2.64 | 92.375) 5.05 | 92.593) 5.27 | 92.74 
3.13 | 95.160) 5.47 | 94.972) 5.34 | 95.78 
8.58 | 97.490| 5.66 | 97-614)) [oo 
3.80 |100.000} 7.79 |100.000| 7.25 |100.00 


. 3029 


Louisiana © 
1922-23 crop 


Per cent 
total 
pro- 

duction 


25. 


Cost 


8200 
52.9630 
56.3550 
64.7000 
70.2572 


4 

4.6547 
4.6860 
4.9247 
5.0466 


-2305|74. 
. 2530/78. 


5 1780 
5 
5.3356/85. 
5 
5 


2087 
3105 
2123 
6569 


.3370|87. 
- 4146/89. 


5.6592/92 
5.8086 
5.9361 
9.2483 


-9368 
95.2067 
97 .6706 
100.0000 


* Costs f.o.b. mill in cents per pound at and under which various proportions 
of crops were produced. 
2This column is meant only as approximate guide to percentages of pro- 
duction for each cost group. Actual percentages are given to the right of 
each cost figure. 
>’ Some of the figures in this column are nominal, inserted to conceal the 
identity of the individual mills. 
€ Includes the 33 mills (out of a total of 77) which produced raw sugar as 


main product. 


A table of the above form for the other Louisiana sugar is 
shown in Table XXVII [Table XII]. 
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TABLE XXVII [Table XII].—Proportion or Unrrep States 
BEET-suUGAR Crop AND LovurstANA Direct CoNsuMPTION 
Suaars Propucep at Various Costs, 1921-22 Crop * 


(Costs f.o.b. mill in cents per pound at and under which various proportions 
of the beet-sugar crop were produced.) 


Approx. aan pen Louisiana planta- 
per cent U.S. beet eo ees e see tion granulated 
total pro- gone (41 mills) 
ductions 
covered 
by Per cent | Per cent Per cent 
cost Cost |totalpro-| Cost jtotalpro-| Cost  |total pro- 
data? duction duction duction 
25 4.31 2350 4.16 25.87 4.47 25.11 
50 4.76 | 50.29 4.81 48 .37 5.02 48.93 
a5) 4.86 55.03 4.84 63.27 belZ 56.93 
60 5.00 | 60.49 5.16 60.15 
65 5.15 | 64.98 5.39 64.60 
70 5.46 | 70.50 haar wee 5.56 69.63 
75 5.69 74.23 4.92 75.382 5.70 75.33 
80 5.78 | 80.46 5.07 81.04 5.90 78.63 
85 6.96 | 85.21 6.21 84.46 
873 6.14 | 87.85 6.29 87.79 
90 6.28 89.63 5.70 89.56 6.33 90.13 
922 6.42 | 92.45 uals Re eaes 6.89 91.91 
95 6.65 | 95.33 5.99 93.74 6.98 96.36 
974 6.96 | 97.66 was ithe 7.00 97.82 
100 9.03 | 100.00 6.82 100,00 7.72 100.00 


* The cost figures are for refined sugars of various grades, so that the costs 
shown in the table are not comparable with costs of raw cane sugar without 
allowance for the cost of conversion of the raw into refined. 

4This column is meant only as approximate guide to percentages of pro- 
duction for each cost group. Actual percentages are given to the right of each 
cost figure. 

» Includes 10 companies producing fine granulated mainly. 
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TABLE XXVIII [Table XIIT].—Proprortion or UNITED STATES 
BEET-sUGAR Crop AND LovursIANA Drrect CONSUMPTION 
Suaars Propucep at Various Costs, 1922-23 Crop * 


(Costs f.o.b. mill in cents per pound at and under which various proportions 
of the beet sugar crop were produced). 


oR 5 Louisiana plantation 
Approx. per U.S. beet Louisiana clarified granulated 0 
cent total pro- (13 mills) (31 mills) 
ductions coy-|— 
ered by cost Per cent Per cent Per cent 
data 4 Cost total pro- Cost total pro- Cost total pro- 
duction duction duction 
25 4.83 23.68 5.53 26.59 5,25 26.60 
50 5.37 49.69 6.25 52.19 5.96 48.19 
55 5.55 55.07 state Shots 5.98 54.60 
65 5.67 65.76 6.45 63.75 6.14 61.51 
70 5.85 69.81 erate yates 6.23 71.24 
75 5.97 75.64 5: oss Sas 6.59 74.62 
80 6.20 79.60 6.49 79.56 6.77 79.12 
85 6.37 85.27 Se siete 6.80 84.01 
874 6.43 87.07 re i. 6.90 87 .62 
90 6.55 89.72 6.61 90.91 7.64 91.21 
924 6.68 92.70 Roan sete 7.68 93.58 
95 7.10 95.12 7.38 95.47 7.69 95.48 
974 7.49 97.39 ether a Sate 7.84 97.58 
100 10.33 100.00 7.72 100.00 8.11 100.00 


* The cost figures are for refined sugars of various grades, so that the costs 
shown in the tabie are not comparable with costs of raw cane sugar without 
allowance for the cost of conversion of the raw into refined. 

a This column is meant only as approximate guide to percentages of produc- 
tion for each cost group. Actual percentages are given to the right of each cost 


figure. 


b Includes five companies producing fine granulated mainly. 


TABLE XXIX [Table XVIII].—Cost or Rerrntine Raw 


CANE SUGAR IN THE UNITED STATES 


(Cost in cents per hundred pounds of refined sugar f.o.b. refinery) 


1921 


1922 


Refining cost 


Per cent total 
production 
refined sugar @ 


At or 

under $1. 
$1.004 tol. 
1.190 tol. 
1.254 tol. 
1.393 tol. 
1.488 tol. 
Over 1. 


Average $1.2575 


Refining cost 


At or 


under $0.804 
$0.805 to 0.885 
0.886 to 0.952 
0.953 to 0.987 
0.988 to 1.122 
1.123 to 1.139 
Over 1.139 


Average $1.0087 


Per cent total 
production 
refined sugar @ 


18.30 
13.20 
13.60 

5.80 
25.60 
16.20 

7.30 


100.00 


a Percentages have been arranged in such form as to conceal identity of in- 


dividual refining companies. 


Number of rofineries included, 14. 


APPENDIX G 
STATUS OF THE PHILIPPINE ISLANDS 


For the purposes of this study sugar from the 
Philippine and Virgin islands has been classed as 
domestic sugar. It is admitted free of duty. Its 
marginal cost, its price, and in general the part 
played by it in the tariff problem call for the same 
economic treatment as sugars from the Hawaiian 
islands and Porto Rico. 

In so treating Philippine sugars, however, it is not 
to be understood that the Institute commits itself 
in any way with respect to the political status of 
the Philippine Islands. The following references 
in the tariff act of 1922 should be noted: 

Title I, Section 1. That on and after the day 
following the passage of this act, except as otherwise 
specially provided for in this act, there shall be 
levied, collected, and paid upon all articles when 
imported from any foreign country into the United 
States or into any of its possessions (except the 
Philippine Islands, the Virgin Islands, and the islands 
of Guam and Tutuila) the rates of duty which are 
prescribed by the schedules and paragraphs of the 
dutiable list of this title. 

Title IV, Section 401. When used in this title— 
* * * (j) The term “United States” includes all 
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Territories and possessions of the United States, 
except the Philippine Islands, the Virgin Islands, 
and the islands of Guam and Tutuila. 

It will be noted also (see Appendix H) that the 
same regions are excepted from the operation of the 
rates determined by the ‘‘flexible”’ provision (Title 
III, Section 315). The Philippine Islands have a 
customs tariff different from that of the United 
States, though between them and the United States 
there is free trade in articles which are the growth 
and manufacture of either region (Title III, Section 
301). It therefore logically follows that they should 
be excepted from the operation of the rates (Title I 
and Title III, Section 315), and from the Adminis- 
trative provisions (Title IV) provided for in the act. 
However, they are by implication in the same para- 
graphs ‘‘possessions’’ of the United States, but 
whether or not, in determining rates under Section 
315, Philippine sugars are to be classed as domestic 
sugars when comparing costs of production is not 
explicitly stated. The ‘Tariff Commission after 
giving consideration to arguments on both sides has 
decided not to consider Philippine sugars in arriving 
at its estimate of “the domestic cost of production.” 


APPENDIX H 
THE FLEXIBLE PROVISION OF THE ACT OF 1922 


Section 315. (a) That in order to regulate the 
foreign commerce of the United States and to put 
into force and effect the policy of the Congress by 
this act intended, whenever the President, upon 
investigation of the differences in costs of production 
of articles wholly or in part the growth or product 
of the United States and of like or similar articles 
wholly or in part the growth or product of competing 
foreign countries, shall find it thereby shown that the 
duties fixed in this act do not equalize the said 
differences in costs of production in the United States 
and the principal competing country he shall, by 
such investigation, ascertain said differences and 
determine and proclaim the changes in classifications 
or increases or decreases in any rate of duty pro- 
vided in this act shown by said ascertained differ- 
ences in such costs of production necessary to 
equalize the same. Thirty days after the date of 
such proclamation or proclamations such changes in 
classification shall take effect, and such increased or 
decreased duties shall be levied, collected, and paid 
on such articles when imported from any foreign 
country into the United States or into any of its 


possessions (except the Philippine Islands, the 
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Virgin Islands, and the islands of Guam and Tutuila) : 
Provided, That the total increase or decrease of such 
rates of duty shall not exceed 50 per centum of the 
rates specified in Title I of this act, or in any amenda- 
tory act. 

(b) That in order to regulate the foreign commerce 
of the United States and to put into force and 
effect the policy of the Congress by this act intended, 
whenever the President, upon investigation of the 
differences in costs of production of articles provided 
for in Title I of this act, wholly or in part the growth 
or product of the United States and of like or similar 
articles wholly or in part the growth or product of 
competing foreign countries, shall find it thereby 
shown that the duties prescribed in this act do not 
equalize said differences, and shall further find it 
thereby shown that the said differences in costs of 
production in the United States and the principal 
competing country can not be equalized by proceed- 
ing under the provisions of subdivision (a) of this 
section, he shall make such findings public, together 
with a description of the articles to which they 
apply, in such detail as may be necessary for the 
guidance of appraising officers. In such cases and 
upon the proclamation by the President becoming 
effective the ad valorem duty or duty based in whole 
or in part upon the value of the imported article in 
the country of exportation shall thereafter be based 
upon the American selling price, as defined in sub- 
division (f) of section 402 of this act, of any similar 
competitive article manufactured or produced in the 
United States embraced within the class or kind of 
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imported articles upon which the President has made 
a proclamation under subdivision (6) of this section. 

The ad valorem rate or rates of duty based upon 
such American selling price shall be the rate found, 
upon said investigation by the President, to be 
shown by the said differences in costs of production 
necessary to equalize such differences, but no such 
rate shall be decreased more than 50 per centum of 
the rate specified in Title I of this act upon such 
articles, nor shall any such rate be increased.’ Such 
rate or rates of duty shall become effective fifteen 
days after the date of the said proclamation of the 
President, whereupon the duties so estimated and 
provided shall be levied, collected, and paid on such 
articles when imported from any foreign country 
into the United States or into any of its possessions 
(except the Philippine Islands, the Virgin Islands, 
and the islands of Guam and Tutuila). If there is 
any imported article within the class or kind of 
articles, upon which the President has made public 
a finding, for which there is no similar competitive 
article manufactured or produced in the United 
States, the value of such imported article shall be 
determined under the provisions of paragraphs (1), 
(2) and (3) of subdivision (a) of section 402 of this 
act. 

(c) That in ascertaining the differences in costs of 
production, under the provisions of subdivisions (a) 
and (6) of this section, the President, in so far as he 
finds it practicable, shall take into consideration 
(1) the differences in conditions in production, in- 
cluding wages, costs of material, and other items 
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in costs of production of such or similar articles in 
the United States and in competing foreign coun- 
tries; (2) the differences in the wholesale selling 
prices of domestic and foreign articles in the prin- 
cipal markets of the United States; (3) advantages 
granted to a foreign producer by a foreign govern- 
ment, or by a person, partnership, corporation, or 
association in a foreign country; and (4) any other 
advantages or disadvantages in competition. 
Investigations to assist the President in ascertain- 
ing differences in costs of production under this 
section shall be made by the United States Tariff 
Commission, and no proclamation shall be issued 
under this section until such investigation shall have 
been made. ‘The commission shall give reasonable 
public notice of its hearings and shall give reasonable 
opportunity to parties interested to be present, to 
produce evidence, and to be heard. The commission 
is authorized to adopt such reasonable procedure, 
rules, and regulations as it may deem necessary. 
The President, proceeding as hereinbefore provided 
for in proclaiming rates of duty, shall, when he 
determines that it is shown that the differences in 
costs of production have changed or no longer exist 
which led to such proclamation, accordingly as so 
shown, modify or terminate the same. Nothing in 
this section shall be construed to authorize a transfer 
of an article from the dutiable list to the free list 
or from the free list to the dutiable list, nor a change 
in form of duty. Whenever it is provided in any 
paragraph of Title I of this act, that the duty or 
duties shall not exceed a specified ad valorem rate 
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upon the articles provided for in such paragraph, no 
rate determined under the provision of this section 
upon such articles shall exceed the maximum ad 
valorem rate so specified. 

(d) For the purposes of this section any coal-tar 
product provided for in paragraphs 27 or 28 of 
Title I of this act shall be considered similar to or 
competitive with any imported coal-tar product 
which accomplishes results substantially equal to 
those accomplished by the domestic product when 
used in substantially the same manner. 

(e) The President is authorized to make all 
needful rules and regulations for carrying out the 
provisions of this section. 

(f) The Secretary of the Treasury is authorized 
to make such rules and regulations as he may deem 
necessary for the entry and declaration of imported 
articles of the class or kind of articles upon which 
the President has made a proclamation under the 
provisions of subdivision (b) of this section and for 
the form of invoice required at time of entry. 
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